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Initial Statement of Reasons

Hearing Date:
November 16, 1999
Subject Matter of Proposed Regulations:

These regulations are necessary to carry out some of the mandates of the Private Postsecondary and
Vocationd Education Reform Act of 1989 as amended in 1997 and effective January 1, 1998 (“the
Act”). The 1997 amendments, in part, called for areduction in fees and a somewhat modified re-
approva application process, which necesstated the re-engineering of the systems of the Bureau for
Private Postsecondary and Vocationa Education (“Bureau”) to accommodate mandatesin the
legidation.

Article 1, Chapter 5, of Divison 7.5 of the Cdifornia Code of Regulaions contains the maximum fees
the Bureau may charge. The Bureau has amended those regulations to more accurately reflect the
Bureau' s actud cost to conduct a quditative review and assessment of an ingtitution's application for
approval to operate. Because these cost vary depending the scope of the application, the number of
learning Sites, the number of and types of education programs, and whether or not the indtitution is
subject to Article 7 of the Act, the fees dso vary based on those eements.  The Bureau dsois
amending those regulations to more accurately reflect the Bureau’ s actua cost to conduct a review and
qudification determination for a Certificate for Authorization for Service, an agent’s permit, and an
agency authorization. Ladtly, the Bureau is amending those regulations to reflect the recoupment of

the Bureau' s operationd cogt for activities other than quaditative reviews and assessments through
annual fees, as contemplated by the Act.

Section(s) Affected:

These regulations will result in the amendment, repedl, and adoption of various Sections in Chapters
1,2,34 and 5 of Divison 7.5 of Title 5 of the Cdifornia Code of Regulations.

PREFACE

A. Introduction

Any andysis of the Bureau' s regulaions relating to fees must begin with areview and andyss
of the Act’s provisons rdating to fees.



B. The Act’s Provisions Relevant to Fees

There are severd provisons of the Act that are relevant as abass from which to discuss fee
issues, induding the following:

1. Provisions of General Application.

Section 94705 of the Act contains the initia, broad intent of the Legidature with respect to the
Bureau and its operations. It states, in pertinent part, that:

It isfurther the intent of the Legidature to provide for the
protection, education, and welfare of the citizens of Cdifornia, its
postsecondary educationd ingtitutions, and its students by providing for al
of the following:

(e Recognizing the importance of providing adequate funding [for the
Bureau's operations] through application and renewa fees and
federd funding for the veteran's approval process to support the
date's activitiesin implementing this chapter. [Emphasis added.]

Section 94722 provides that:

It isthe intent of the Legidature that the bureau's approval and
regulaing respongilities be funded solely through approval fees and
federd funding provided to implement the gpprova process for courses
offered to veterans by approved indtitutions. [Emphasis added.]

Section 94932(c)(3) provides, in pertinent part, that "The fee schedule [promul gated by the
Bureau] shall provide adequate resources for the council [Bureau] to implement this chapter
effectivey.”

In addition to those provisons relaing to the Bureau's feesin generd, there are severd
provisions relating to certain types of fees. For example, Section 94932(c)(1) provides, in pertinent
part, that:

1) For the approva of private ingtitutions operating under this
chapter, the council [Bureau] shal charge an amount not to exceed
the actual costs of approving or renewing the approva of the
private inditution. [Emphasis added.]

2. Provisons Applicable Only to Degree Programs
Section 94901(a), which applies to degree programs, provides, in pertinent part, that:

The application shdl include a sngle fee based on the number of
branches, satdllites, and programs included within asingle gpplication in




order to cover the cogsinvolved for those multisite and multiprogram
reviews. If the gpplication isfor arenewa of an existing approvd, the
indtitution need only submit information necessary to document any
changes made since the time its previous gpplication was filed with the
council [Bureau]. Feesfor renewa applications will be based on the
actud cogsinvolved in the adminidrative review process. [Emphasis
added.]

That section aso provides that each ingdtitution offering degrees shall be subject to an on-ste
review and assessment and Section 94901(i) provides that the ingtitution "shall be responsible for the
expenses of the visting team members induding the coundil's S&ff liason." [Emphasis added.]

3. Provisons Applicable Only to Non-Degree Programs.

Section 94915(b)(13), which applies to non-degree programs, provides, in pertinent part, that:

The gpplication shdl indude a single fee based on the number of
branches, satdllites, and programs included within asingle gpplication in
order to cover the cogsinvolved for those multisite and multiprogram
reviews.

Section 94915(c) provides that each ingitution shall be subject to an
on-gite review and assessment and Section 94915(d) provides that the
inditution "shal be responsible for the expenses of any visting team
members induding the council's gaff liaison.” [Emphasis added.]

4. Provisions Gover ning Bureau's Fee Schedule.

Section 94932(c)(3) provides, in pertinent part, that "It isthe intent of the Legidature that the
council [Bureau] shal adopt a fee schedule that reflects the Sze of the inditution, with ingtitutions
enrolling alarger number of students being required to pay alarger annud fee than those with smdler
student enrollments.” Further, in Section 94932 (c)(2) the Legidature specificaly required that the
Bureau reduce its application fees for gpprova and re-agpproval, and annual fees, by a percentage based
on the annua gross revenues of an inditution.

5. Provisions Governing Feesto Cover Investigation Costs.

Section 94774.5(b) requires that the Bureau establish a "regular inspection program which shall
include unannounced inspections.” Section 94774.5(c)(7) authorizes the Bureau to order
reimbursement of the cogts of investigation and enforcement in accordance with Section 94935 of the
Act or Section 125.3 of the Business and Professons Code.  Sections 94835 and 94836 more
specifically set forth the Bureau's duty to inspect and investigate ingtitutions, and enforce the Act.
Section 94935 providesthat if the Bureau determines, after an investigation, that an inditution has
violated the Act, the Bureau may order the ingtitution to pay the costs and expensesincurred in
connection with the investigation and any civil or adminidrative proceeding involving the violation
that was investigated. The Act does not specificaly identify the mechanism by which the Bureau isto



recoup its codts for its regular ingpection program, including "unannounced ingpections' and other
ingpections that may not fall within the category specified in Section 94935.

6. Provisions Gover ning the Allocation of Revenues Between Approval and
Enfor cement.

Section 94932(b) provides that:

(b) On and after January 1, 1998, aminimum of 50 percent of
the funds
gppropriated to the council [Bureau] shall be used to cover the costs of
enforcing dl of the following:

@ Enforcing the Act and the council's [Bureau's| regulations
by taking actions againg violators while ensuring due
process [right to an adminigrative hearing] for all
inditutions.

2 Ensuring that independent on-Ste evauations and random
and targeted inspections and audits of inditutions are
conducted, and that students have easy access to information
concerning their rights to contract cancdlation, withdrawd,
refunds, and remedies.

3 Mediating student complaints to achieve balanced outcomes
for students and ingtitutions

The Act does not specificdly identify the mechanism by which the Bureau will fund these
enforcement activities.

7. Provisions Gover ning Funding and Administering the Student Tuition Recovery
Fund.

Section 94945 authorizes the Bureau to fund the Student Tuition Recovery Fund ("STRF")
through the assessment of afee on each indtitution that is subject to the STRF. Subdivision (b) of that
section authorizes the Bureau to deduct from the STRF fund "the reasonable costs of adminigtration of
the tuition recovery program,” and subdivision (c) authorizes a deduction from the STRF fund for two
other related purposes.

8. Relevant Statutory Provisions Relating to Qualitative Review and Assessment
Fees.

The Act’s only explicit references to the amount of the annud fee are found in Section
94932(c). Paragraph (1) of Section 94932(c) provides that the Bureau “ shal adopt a fee schedule for
al inditutions gpproved under this chapter [the Act], including the maximum amounts to be charged
for an indtitution’ sinitid gpplication and annud renewa.” Paragraph (2) requires that on January 1,
1998, the Bureau reduce its fees for applications for approval and re-approval, and annual fees, by a
percentage based on the inditution’ s gross revenues.



Paragraph (3) of Section 94932(c) states, in pertinent part, that:

The fee schedule shdl provide adequate resources for the council [Bureau]
to implement this chapter [the Act] effectively. It isthe intent of the
Legidature that the council [Bureau] shall adopt a fee schedule that

reflects the 9ze of the inditution, with ingtitutions enralling alarger

number of sudents being required to pay alarger annud fee than those
with smdler sudent enrollments.

This provisgon is not new to the 1998 verson of the Act (“the new Act”). It was contained in
earlier versons of the Act (“the old Act”). Both the former Council’s (and now the Bureaur' s)
regulations and its fee schedule reflect an annua fee that is based on the indtitution’ s gross revenues.!

Title 5, CCR section 74006(c) provides that:

(© Except as provided in subdivision (€), the annudl fee
asessed to an indtitution shall be at least seven hundred dollars ($700) and
shall not exceed the lesser of one percent of the ingtitution’s annua gross
revenues or eight thousand dollars ($8,000).

Pursuant to Section 94932(c)(2) of the Act, the Bureau' s fee schedule that was adopted as an
emergency regulation (5 CCR section 74015(b)(4)) reduced the amount of the annual fee that was
reflected in the Council’ s fee schedule in effect on December 31, 1997, by the required percentages
based on the annua gross revenues of the indtitution. The minimum fees were reduced to a range of
from $595 to $665, and the maximums were reduced to arange of from $4,250 to $4,750.

However, Section 94932(c)(2) does not require that the fee reductions remain effective for a
specific period of time. To the contrary, Section 94932(c)(3) provides that the Bureau may modify its
fee schedule, may add or delete categories of fees, and may change the maximum amount that may be
charged for fee categories, and sets forth the procedure that the Bureau must follow. That section
provides that:

The council [Bureau] may propose modifications to the fee
schedule to the Governor and the Legidature to add or delete categories of
feesrelated to work performed by the council [Bureau] and propose to the
Governor and the Legidature the maximum amount to be charged for each
fee category added to the fee schedule. The fee schedule shdl provide
adequate resources for the council [Bureau] to implement this chapter
effectively. It istheintent of the Legidature that the council [Bureau]
adopt afee schedule that reflects the Sze of the indtitution, with
inditutions enrolling alarger number of students being required to pay a

! See, e.g., 5 CCR sections 74006 and 74015(b)(4).

2 sSubdivision (e) providesfor an annual fee of up to $100 for institutions that have been granted a religious exemption.



larger annua fee than those with smdler sudent enroliments. ... The
council [Bureau] shdl annually present its proposed budget and fee
schedule, penalty fees assessed for delinquent payments pursuant to
regulations adopted by the council [Bureau] and additions and deletions of
fee categories to the Department of Finance and the Joint Legidative
Budget Committee for their review and gpprovd as part of the annud
budget process. The council [Bureau] shdl annualy publish a schedule of
the current fees to be charged pursuant to this section and shal make this
schedule generdly available to the public. The fees may be increased
annudly up to the maximum dlowable level by amgority vote of the
council [Bureau], without any additiond review and approvd by the
Office of Adminidrative Law. . . . Increases above the maximum leve
shall be changed through legidation enacted by the L egidature and signed
by the Governor. [Emphasis added.]

Thus, the Legidature recognized that once the Bureau gained experience in administering and

enforcing the Act, the Bureau might find that the maximum feesthe Legidature established in Section
94932(c)(2) might not comport with the Legidative intend expressed in Section 94932(c)(3) that, “The
fee schedule shdl provide adequate resources for the council [Bureau] to implement this chapter
effectively.” Therefore, the Legidature provided the mechanism by which the Bureau could make
changesto dl of itsfees, including those established in Section 94932(c)(2).

C. Analysis of the Fee Provisions

The Bureau hasinterpreted the above quoted provisons, as awhole, to indicate a Legidative
intent that the Bureau be funded based on fees imposed on the cost- causer, including, but not limited
to, both an indtitution that applies for an gpprova and an indtitution that is the subject of an on-gte
review and assessment. In order to implement that intent by these regulations, the Bureau seeks to: (1)
establish fees that, to the extent possible, reflect, with some degree of precision, the cost thet the
Bureau incurs in the particular Bureau activity caused by the cost-causer; and (2) establish afeefor as
many as possble of the functions that can be dlocated to a particular cost-causer.

It isimportant to note, however, thet if one reads various of the provisions quoted above very
literdly, or inisolation, or in certain groups and ignoring other provisions, one can come to widely
varying conclusions about the Bureau' s authority to impose and alocate costs among the various fees.

For example, aliterd reading of Sections 94705(e) and 94722, quoted above, could lead one to
the conclusion that the Legidature intended that dl of the Bureau's activities be funded solely through
approva and re-approval gpplication fees, and federd funding for the veterans program. However,
such aliterd reading would conflict with the Legidature s repeated authorization to impose an annud
fee,® its authorization to require an ingtitution to remburse the expenses of an on-Site review and
assessment, incdluding those incurred by Bureau staff,* and of its provision that the Bureau may order

3 See eg., Sections 94932(c)(2) and (3).

4 See, eg., Sections 94901(j) and 94915(d).



an inditution to pay the Bureau's codt to investigate the indtitution.> It also could be interpreted to
mean that the Bureau has no authority to charge afee for registration,® an exemption, a certificate of
authorization for service, an agent permit, or an agency authorization—activities for which the former
Council for Private Postsecondary and Vocationa Education (“ Council”) has charged afee for many
years.

As another example, Section 94932(c)(1) provides, in pertinent part, that:

(1) For the approva of private ingtitutions operating under this
chapter, the council [Bureau] shdl charge an amount not to exceed
the actual costs of approving or renewing the approva of the
private inditution [Emphasis added.]

Read literdly and in semi-isolation, this provision would appear to reflect a Legidative intent
that the Bureau is not authorized to charge an approva or re-approval fee that exceeds, by any amount,
the Bureau' s actud cost to process the application. Such an interpretation also would seem to be
supported by Sections 94901(a) and (i), 94915(b)(13) and (d), quoted above, which indicate that the
amount of the approval feeislimited to the Bureau' s actual cost to process the gpprovd, and that the
re-approva feeislimited to the Bureau's actud cost of the “adminidrative review” of the re-approval
application.

If that were s0, dl other functions performed by the Bureau, such as enforcemernt,
investigations, adminidration of the Student Tuition Recovery Fund (“ STRF’), the writing and
adoption of regulations, sudent complaint mediation and arbitration, maintenance of an dectronic
directory of ingtitutions, and other tasks such aslegd review and opinions, would have to be funded
through other sources. Indeed, the Act supports that view to some degree in the provisions that
authorize the Bureau to recover its cogtsincurred in an investigation (but only if the investigation
results in an enforcement or adverse action), to impaose fines on violators, and to fund the
adminigtration of the STRF from STRF assessments.’

However, asindicated above, the Bureau will not be able to recover 100 percent of its
ingpection, investigation, and enforcement costs through orders to pay costs because many of the
ingpections may not fal into the category of those for which reimbursement of cogt is authorized.
Further, the Bureau'' s fee schedule does not include fees for many functionsiit performs, such asthe
writing and adoption of regulations, student complaint mediation and arbitration, maintenance of an
electronic directory of inditutions, or legd opinions on issuesthat arise. Nor isthe Bureau likely ever
to obtain gpprova from the Legidature or OAL to adopt fees for those types of functions.

° Seq, e.g., Section 94935.

In interpreting those and other of the Act’s provisions, OAL originally took the position that the Bureau did not have authority to
charge afeefor registration.

7 See, e.g., Sections 94774.5(c)(7), and 94935 with respect to funding for investigation costs. See, e.g., Sections 94945(b) and (c) with
respect to funding for the administration of the STRF.



The point hereisthat, asis often the case, the Act is extremey ambiguous with repect to the
appropriate sources of funding for many of the Bureau' s activities related to implementing and
enforcing the Act. Since the Legidature did not gppropriate to the Bureau genera fund monies, in
addition to the amounts the Bureau may collect in fees, for the operations of the Bureau, it follows that
in determining the meaning of the above provisons one must answer the question, “Wheat did the
Legidature intend would be the source of the Bureau' s funding for those functions for which it did not
specificaly provide afee?’

In interpreting a statute, the courts have held that:

“The fundamentd rule of statutory congtruction is that the court should
ascertain the legidative intent so as to effectuate the purpose of the law.
To thisend, every statute should be construed with reference to the whole
system of law of which it isapart, so that dl may be harmonized and have
effect. [Citation.] Legidativeintent will be determined so far as possble
from the language of the Statutes, read asawhole. If the words of an
enactment, given their ordinary and proper meaning, are reasonably free
from ambiguity and uncertainty, the court will look no further to ascertain
the legidative intent. In the condtruction of a statute, the office of the
judge is smply to ascertain and declare what is contained therein, not to
insert what has been omitted, or to omit what has been inserted. However,
courtswill not infer alegidative intent thet is capricious or

uncondtitutiond if the statutory language admits of an dternative
interpretation which would serve the statutory policy and render
gpplication of law reasonable and just. An absurd and unjust result will
not be ascribed to the Legidature. [Citation.]”®

Thus, the guiding principle is the broad Legidative intent of a gatutory scheme. A review and
harmonization of al of the sections quoted above, coupled with the fact that the Legidature did not
appropriate to the Bureau any generd fund monies, clearly reflects an overarching Legidative intent
that dl of the Bureau's activities to implement and administer the Act be funded through fees charged
by the Bureau, and federd funding of veterans programs.

The Office of Adminigtrative Law (“*OAL”) aso recognized this overarching Legidative intent.
When the Bureau was discussing its proposed emergency registration regulations with OAL, OAL dtaff
opined that it would interpret Section 94932(b) as authorization for the Bureau to charge gpprova and
re-gpprova feesthat are sufficient to cover not only al of the Bureau's costs to approve or renew the
goprova of an indtitution, but aso an additiona 50 percent of that amount to cover the cost of the
enforcement activities specified in Section 94932(b).

Based on dl of the above, the following seemsto be afair and reasonable andysis and
interpretation of al of the provisons quoted above:

8 County of Yolo v. Los Rios Community College District (1992) 5 Cal.App.4th 1242, 1248-1249, 7 Cal.Rptr.2d 647, 650, quoting
County of Fresno v. Clovis Unified School District (1988) 204 Cal.App.3d 417, 426-427, 251 Cal.Rptr. 170.



@ The Legidature s overarching intent is that the Bureau charge sufficient fees to cover
al of the cogs of its operations, except for those covered by federd funding for the
veterans program.

2 Secondarily, it isthe Legidature s intent that, to the extent possible, the Bureau's
approva and re-approva fees should bear some reasonable relationship to the Bureau's
actual costs to process those applications, and that at least the annud fee bear some
reasonable relaionship to the Sze of the indtitution.

©)] The Legidature aso must have recognized that: (a) the Bureau will not be able to
recover dl of itsinvestigation, ingpection, and enforcement cods from the indtitutions
that cause those codts; (b) the Bureau may incur STRF administration costs in excess of
the amount authorized to be gppropriated from the STRF fund for those costs; (c) the
Act requires that the Bureau undertake other activities for which no specific funding
mechanism is established, such as complaint mediaion,® provision of an eectronic
directory of indtitutions,® provision of an éectronic annua report,** the development of
astrong, vigorous, and widedly respected sector of private postsecondary and vocationd
education;*? writing and adoption of regulaions,'® incidenta legal services, etc.; and, (d)
the Legidature gave the Bureau powers and responsibilities in addition to those which
the Council had (such as granting additiond exemptions, including for “high
performance’ inditutions), the implementation of which will cause the Bureau to incur
additiona cogts.

4 Therefore, it seems reasonable to conclude that the Legidature intended to authorize the
Bureau ether to: (8) charge fees, including but not limited to, the approvd, re-approval,
amended changes and annud fees, that will be sufficient to recover not only al of the
Bureau' s costs and expenses of processing the approva or re-gpprova, but dso dl of
the Bureau' s other cogts of implementing, administering, and enforcing the Act which
the Bureau is not able to recover through other revenue sources, or (b) charge approva
and re-gpprovd feesthat reflect the actua cost of processing those applications, and
charge an annua fee and other fees that will be sufficient to recover dl of the Bureau's
other codts of implementing, administering, and enforcing the Act which the Bureau is
not able to recover through the gpprova and re-gpprova fees. Thefirgt dternative
would alow the Bureau to spread over a broader fee base the Bureau' s cost to conduct
activities other than the processing of approva and re-gpprova applications. The
second dternative would limit the fee for processing approva and re-approval
gpplications to the cost of only those functions, thus requiring that the Bureau recoup its

% See, e.g., Sections 94932(b)(3), 94778(b), and 94960(b).
10 See, Section 94774(e).

1 See, Section 94861(d).

12 See, Sections 94705(i) and 94770.

13 See, Sections 94774(d) and 94778(a).



costsfor dl other functions from annud fees and any other feesthe Bureau is
authorized to charge.

D. Analysis of the Relevant Statutory Provisions Relating to Annual Fees.

Theroot on which the Bureau should determineits method of calculation of, and amount, of the
annual fee should be Section 94932(c)(3) s statement that, “It is the intent of the Legidature that the
council [Bureau] shdl adopt afee schedule that reflects the Sze of the indtitution, . . .” However, in
that same sentence, Section 94932(c)(3) further providesthat an ingtitution that enrolls alarger number
of students should be required to pay alarger annud fee than an inditution that enrolls a smdler
number of gudents. This specific atement would seem to explain and interpret the requirement in the
earlier part of that same sentence that the Legidature intends that the annud fee “reflect[s] the Sze of
theinditution.” Certainly, the number of studentsthat an inditution enrolls is one e ement that can
reflect the Size of theinditution. There dso are other factors that aso could reflect the Sze of the
ingtitution, such as gross revenues, profitability, number of sites, number of faculty, or square footage
of the inditution’s fadilities.

On the one hand, when Section 94932(c)(2) requires that the Bureau reduce the annua fees it
charges, the reduction mandated by the Legidature is based not on the “sze of the indtitution” or on
the “number of sudents’ enrolled by the ingtitution but, rather, on the ingtitution’s annua gross
revenues. Title 5, CCR section 74006 as adopted by the former Council, aso bases the annua fee on
the inditution’s annua gross revenues.

As stated above, the quoted portion of Section 94932(c)(3) is not new to the Act. Moreover,
the Legidature is charged with knowledge of the Bureau' s regulations and practices a the time that it
amended the Act effective in 1998 through the adoption of AB 71. Therefore, it is reasonable to
conclude that the Legidature determined that an indtitution’s annual gross revenues is a least one of
the bases that the Bureau might use to calculate the amount of the annua fee to be paid by an
indtitution.

E. Concluson

In summary, the Legidature intended that the Bureau charge fees sufficient to fund al of the
Bureau's activities rdating to the interpretation, implementation, and enforcement of the Private
Postsecondary and Vocationa Education Reform Act of 1989 (as amended effective January 1, 1998)
("the Act"). Approva and re-gpprova fees are to be based on the number of sites and number of
programs included in the inditution's gpplication, and on the Sze of the inditution. Re-approva fees
aso are to be based on the number of changes contained in are-gpprova application. The Bureau has
the lega authority to recover from an inditution dl of the costs and expensesincurred by the Bureau in
conducting a quditative review and assessment of the indtitution and its educationa programs,
including an on-Site review and assessment of an ingtitutions costs associated with the sdaries of the
Bureau personnel who participate in the Site review. The Bureau aso has the authority to recover,
through an assessment of the Ste-visit cog, the travel, medls, and smilar related expensesincurred by
the site review team including the Bureau' s saff, during an on-Site review and assessment of an
ingtitution. However, the Act does not explicitly state that the Bureau may recover dl of its costs and
expenses related to a Ste review and assessment, other than travel, medls, and related expenses, as part

10



of an assessment on the indtitution of the on-Site review expenses authorized in Sections 94901(i) and
94915(d). Therefore, it appears that the Leg dature intended that those costs be recovered as part of the
basic fee for conducting the qualitative review and assessment, rather than as a demand for

reimbursement of cods.

§70000.

Problem Addressed:

Problem Addressed:

Factud Basis

Underlying Data:

§70000.
Subdivison (a):

Problem Addressed:

Specific Purpose:

Factud Basis.

Underlying Data:

Subdivison (b):

Title5. Education
Division 7.5 Private Postsecondary Education
Chapter 1. Bureau Adminisgtration
Article 1. General Provisons

Definitions

The current regulations contain many terms that are defined in severa different
sections. Mogt of the terms are gpplicable to dl indtitutions that are subject to
the requirements of the Act.

To reped the definitionsin the origina Section 70000 so that they can be added
to the new Section 70000.

Pacing dl of the definitions in one section provides for the Bureau and
inditutions a more convenient reference of terms, alowsfor greater consstency
between the various provisonsin the regulations, and diminates inditutions
possible confusion that could result from having the same terms defined in
severd different sections of the regulations.

N/A
Definitions

Although the Private Postsecondary and Vocationa Education Act was
reorganized and rewritten, in part, in 1997, asmple and consgstent terminology
is gtill needed to communicate a reference to the legd authority provided in the
new Act.

To amend the definition of "Act" to accuratdly reference in these regulations the
Private Postsecondary and Vocational Education Reform Act of 1989, as
amended in 1997, and effective January 1, 1998.

Providing smple and consstent terminology to reference that portion of the
Education Code that gives the Bureau legal authority and will assst the Bureau
in communicating with itsinstitutions and students and understanding the
regulations.

N/A
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Problem Addressed:

Specific Purpose:

Factud Basis

Underlying Data:

Subdivison (c):

Problem Addressed:

Specific Purpose:

Factud Basis

Underlying Data:
Subdivison (d):

Problem Addressed:

Specific Purpose:

Factud Bass,

Underlying Data:

This Council, the Bureau's predecessor, previoudy adopted a definition for "a
vocationa or recreationa education.” Subsequent to that adoption, the Council
adopted a separate regulation that defines "recreational education.” However,
during subsequent adoption process, the Council inadvertently failed to reped
the word "recreationd” from the section defining "avocationd or recregtiord
education.” It is redundant to define "recrestiona education” becauseit is
dready defined in the former subdivision (g) (proposed subdivison (y)).

To maintain the definition of "avocationa education” that currently isin
regulations.

Repeding duplicative language from the regulaions will assist the Bureau in
maintaining compliance with the Adminigtrative Procedures Act and will
eliminate confuson by inditutions that otherwise might have an unclear
understanding as to the meaning of “recrestiond education”.

N/A

A smple and consigtent term is needed to communicate what congtitutes an
annud fee due from an inditution to the Bureawl.

To establish a definition for the fee required to be paid by an approved
indtitution with the submission of its annud report.

Providing smple and consstent terminology will assist the Bureau in
interpreting and enforcing regulations, and will assg inditutionsin
understanding the Act and the regulaions.

N/A

Pursuant to Article 10 of the Act, the Bureau established that an indtitution's
annua gross revenue shdl be used to cdculate the amount of the inditution's
annua fee. However, the Act does not define what condtitutes "annua gross
revenue."

To establish a definition for the revenue that is used by the Bureau to calculate
an inditution's annud fee.

Defining what congtitutes annud gross revenue will aid the Bureau and
inditutionsin accurately determining the amount of annua fees that
indtitutions are required to submit to the Bureau.

N/A



Subdivison (e):

Problem Addressed:

Specific Purpose:

Factud Badis:

Underlying Data:

Subdivigon (f):

Problem Addressed:

Specific Purpose:

Factud Basis

Underlying Data:
Subdivison (g):

Problem Addressed:

Specific Purpose:

Factud Badis:

Underlying Data:

Subdivison (h):

Problem Addressed:

A smple and consstent terminology is needed to describe, as a group, the
variety of gpplications that a person or ingtitution, may file with the Bureau,
each of which seeks a different action by the Bureau.

To establish aterm that can be used for any gpplication submitted to the Bureau,
irrespective of the type of gpplication, whereby the indtitution seeks an action by
the Bureau.

Providing smple and consistent terminology to identify, asagroup, dl of the
goplications that may be filed with the Bureau will hep the Bureau and
indtitutions communicate more clearly and succinctly, and will help the public
understand the regulations.

N/A

Simple and consigtent terminology is needed to describe the group of
educationa programsthat is offered at an indtitution that has received an
gpprova to operate from the Bureau.

To egtablish aterm that can be used to refer to a program that the Bureau has
authorized an indiitution to offer.

Providing smple and consstent terminology to identify the types of programs
that are authorized by the Bureau to be offered by an gpproved ingtitution will
assig the Bureau in communicating with inditutions, and will hdp inditutions

and students understand the regulations.

N/A

The Act was rewritten, in part, and reorganized, which resulted in the creation of
new articles.

To establish a definition and accurate reference for the Maxine Waters School
Reform and Student Protection Act of 1989, formerly was contained in Article
2.5 of the old Act.

This subdivison merely amends former Section 73000(c) to retain the 1997
revison to the structure and numbering of the Act contained in AB 71.
N/A

Simple and consgtent terminology is needed to identify locations from which
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Specific Purpose:

Factud Basis

Underlying Datax

Subdivigon (i):

Problem Addressed:

Specific Purpose;

Factud Badis:

Underlying Data:

Subdivison ()):

Problem Addressed:

Specific Purpose:

Factua Badsis

Underlying Data:

Subdivison (K):

Problem Addressed:

Specific Purpose:

Factud Badsis

Underlying Data:

ingtruction is provided.

To define and establish the criteria that alearning Ste must meet in order to
qudify as abranch site for purposes of the Act.

Providing darification of what condtitutes a branch will asss inditutions and
the Bureau in determining the appropriate classfication of alearning Ste, and
the cdculation of fees, and will assg inditutions in complying with gpplicable
provisions that apply to branches.

N/A
A smple ad congstent term is needed to describe the state agency with
regulatory authority over private postsecondary and vocationa ingtitutions.

To establish a shortened term for identifying the state agency with authority to
administer and erforce the Act.

Providing a short term for referencing the state agency that has the respongibility
to administer and enforce the Act provides dlarity in the regulaions.

N/A

A conggtent term is needed to describe the primary adminisirator of the Bureau.

To define the title of the person designated by the Director of the Department of
Consumer Affarsto be the person in control of the Bureau.

Dedgnating the Bureau Chief as the person in control of the Bureau reflects the
Bureau's new structure and asssts indtitutions in understanding who isin control
of the Bureawl.

N/A

Simple and consstent terminology is needed to communicate the regulatory
authority provided by the Cdifornia Education Code.

To retain the current regulation’ s reference to the Education Code.

This subdivison merdy moves the current definition of “Code’ to its proper
a phabetica sequence of this section.

N/A
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Subdivigon (1):

Problem Addressed:

Specific Purpose;

Factud Badis

Underlying Data:

Subdivison (m):

Problem Addressed:

Specific Purpose:

Factud Basis.

Underlying Datax

Subdivison (n):

Problem Addressed:

Specific Purpose:

Factud Bads

Currently, many of the Bureau' s regulations refer to the Bureau’ s predecessor
agency. Amending the definition of Council minimizes confusion to inditutions
and to students who may not be aware that the Bureau was preceded by the
Council for Private Postsecondary and VVocational Educetion, and therefore,
would not know that referencesin the regulations to “ Council” now gpply to the
Bureau.

To daify that referencesin the regulations to the Bureau's predecessor, the
Council, should now be interpreted to refer to the Bureau.

The Bureau was created by the Act to assume the authority of regulating,
registering, and approving inditutions subject to the requirements of the Act.

The agency that had the regulatory authority under the old Act was named the
Council for Private Postsecondary and V ocationa Education and was commonly
referred to as "the council”. Until dl of the Bureau' s regulaions are revised,
some of the regulations continue to refer to the Bureau' s predecessor.

N/A

Independent standards employed by each ingtitution for key terminology such as
"degreetitle" creates confusion for sudents, inditutions, and the Bureau.

To retain the definition currently in regulations for “degreetitle’.

This subdivison merdly restates the former definition of “degreetitle’ to make
it more clear, and moves it from section 71000(j) to this section.

N/A

A smple term is heeded to distinguish between a branch or satdllite that is
currently in operation and holds an approval to operate, and a planned branch or
satdlite that is not yet operating and does not hold an gpprova from the Bureau.

To establish terms for referring to abranch or satellite Site that has been
approved by the Bureau.

For purposes of enforcing the provisons of the Act and the regulations, the
Bureau needs to be able to distinguish between branches and satdllites that an
ingtitution proposes to operate and for which it requests, but has not yet
obtained, the Bureau’ s approva to operate, and the branches and satellites that
have obtained the Bureau’ s approval to operate.
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Underlying Datax

Subdivison (0):
Problem Addressed:

Specific Purpose;

Factud Badis

Underlying Data:

Subdivison (p):
Problem Addressed:

Specific Purpose:

Factud Basis.

N/A

Simple and conggtent terminology is needed to communicate the purpose of the
fee that isrequired to be paid to the Bureau when an inditution filesan
application for gpproval to operate whereby the Bureau determines whether the
indtitution has met the minimum standards established in the Act and these
regulations and qudifies for gpproval to operate.

To establish aterm that accurately reflects the activity undertaken by the
Bureau, the cogts of which the fee isintended to cover.

A smple and consigtent term is needed to identify the fee that an

indtitution submits to the Bureau with the inditution’s application for an

approval to operate, re-gpproval or amended approva. So that ingtitutions and
the public understand what activity by the Bureau the fee is intended to cover, it
isimportant that the term accurately reflect that activity — in this case, for the
Bureau' s quditative review and assessment of whether the inditution meetsthe
minimum standards established in the Act and the regulations and qudifies for

an approvd, re-approval, or amended approvd to operate. The term also asssts
the Bureau in differentiating that fee from dl of the other types of feesthat are
required by the Bureau.

N/A

Simple and consggtent terminology is heeded to communicate the purpose of the
feethat is required to be paid to the Bureau when a person or indtitution files an
gpplication relating to regigtration, exemption, a certificate of authorization for
sarvice, an agent’s permit or an agency authorization whereby the Bureau
determines whether the person or ingtitution meets the requirements established
inthe Act and qudifiesfor the certificate or permit for which the person or
indtitution has gpplied.

To establish aterm that accuratdly reflects the activity undertaken by the Bureau,
the cogts of which the fee isintended to cover.

A smple and consstent term is needed to identify the fee that an

inditution submits to the Bureau with the ingtitution’ s gpplication for a
regidtration, re-regigtration, amended registration, exemption, certificate of
authorization for service, agent permit, or agency permit. So that indtitutions and
the public understand what activity by the Bureau the fee is intended to cover, it
isimportant that the term accurately reflect that activity — in this case, for the
Bureau' s review and qudification determination of whether the inditution meets
the minimum standards etablished in the Act and the regulations and qudifies
for aregidration, re-regidration, amended regidration, exemption, certificate of
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Underlying Data:

Subdivison (Q):

Problem Addressed:

Specific Purpose;

Factud Bads

Underlying Data:

Subdivison ():

Problem Addressed:

Specific Purpose:

Factud Badis:

Underlying Data:

Subdivison (s):

Problem Addressed:

Specific Purpose:

Factud Basis

authorization for service, agent permit, or agency permit.  Theterm dso asssts
the Bureau in differentiating thet fee from al of the other types of feesthat are
required by the Bureau.

N/A

A consgtent term is needed to identify language other than the officid language
of the United States.

To egtablish adefinition for languages other than English.

The Act contains specid provisionsthat relate to solicitations and ingruction in
alanguage other than English. Providing a short term for referencing these
languages will help make the regulations clear and understandable.

N/A

A consgtent term is needed to identify the principle place of business of an
ingtitution.

To establish adefinition for the indtitution’s principle place of business, and
location from which the person in control of an indtitution oversees and
adminigters the indtitution.

The Bureau needs to know the location of and have certain information about,
an inditution’s principle place of business from which it operates dl of its
learning Sites. Some indtitutions, particularly large ones, may have aprinciple
place of business from which they operate dl of the learning Stes, that is
separate and apart from their main Ste where educationad programs are
provided. Therefore, the Bureau needs a separate term to identify the
indtitution’s principle place of busness.

N/A

The Act defines "inditution” asincluding its branch and satdllite campuses,
unless otherwise provided by the Bureau. Clarification is needed to establish
which learning Sites the Bureau intends to be included when it refersto an
indtitution.

To darify the definition of "indtitution” contained in Section 94739 of the Act.

Snce the definition of ingtitution in the Act indicates that the Bureau may
specify that “inditution” has a different meaning, this regulation clarifieswhat is
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Underlying Data:

Subdivison (1):

Problem Addressed:

Specific Purpose:

Factud Basis

Underlying Data:

Subdivison (u):

Problem Addressed:

Specific Purpose;

Factud Badis:

Underlying Data:

Subdivison (V):

Problem Addressed:

Specific Purpose:

Factud Basis

the meaning of that term. It ds0 darifiesthat an inditution’s headquartersis
included within the meaning of “inditution”.

N/A

Indtitutions traditiondly have established proprietary titles for ingtructiona steff
who perform specific duties. A smple and consistent term is needed to describe
those persons.

To darify the definition of "ingtructor” formerly contained in subdivison (e) of
this section.

This subdivison, formerly Section 70000(€), essentidly moves this definition to
its proper aphabetica sequence of this section.

N/A

Simple and congstent terminology is needed to identify the primary locations
from which an inditution provides indruction.

To define and establish the criteria that an ingtitutional Site must meet in order to
qualify asamain dte for purposes of the Act.

Providing darification of what criteriaalearning ste must meet in order to
conditute amain Ste will asss inditutions and the Bureau in determining the
gppropriate classification of alearning Site, the caculation of fees, and will
assg inditutions in complying with goplicable provisons that gpply to main
Stes.

N/A

A smple and consgtent term is needed to identify an inditution thet is
incorporated and headquartered in a state other than California, and that holds an
accreditation from aregiond accrediting body recognized by the United States
Department of Education.

To provide a dear, succinct definition establishing the criteria that an inditution
must meet in order to qudify as an “out- of- state regiondly accredited
inditution” for purposes of Article 9 of the Act.

This subdivison sets forth in a clear, concise manner the criteria contained in
Section 94905(a) of the Act that an ingtitution must meet in order to qualify to
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Underlying Data:

Subdivison (w):

Problem Addressed:

Specific Purpose;

Factud Bads

Underlying Data:

Subdivision (x):

Problem Addressed:

Specific Purpose:

Factud Badis:

Underlying Data:

Subdivison (y):

Problem Addressed:

Specific Purpose;

Factud Basis

Underlying Data:

aoply for an gpprova to operate pursuant to that Section. Thus, it helpsthe
Bureau and indtitutions understand the requirements of the Act.

N/A

Simple and conggtent terminology is heeded to communicate the name of the
fee assessed by the Bureau when an indtitution fails to timely pay feesrequired
by the Bureau.

To establish a definition of the fee required by the Bureau to be paid by a person
or an ingtitution when the inditution fails to timely pay another fee thet is owed
by the person or indtitution to the Bureau.

Defining what conditutes a“ pendlty feg’ asssts the Bureau and inditutionsin
understanding the conseguences when an inditution fails to timely submit a
required fee.

N/A

A sampletermis needed to refer to any portion and type of educationa service
that an inditution may offer.

To daify the definition of "program” as defined in Section 94740 of the Act.
The Act uses various terms to mean the same thing. It defines “ Educeation”,
“Educationa services” and “Educationd program” to mean the samething. In
its regulations, the Bureau is attempting to select a short term, and to
conggtently useit throughout the regulations. This definition helps accomplish
that god.

N/A

The Act refersto “ Educetion that is solely avocationd or recregtiond in nature,”
but does not defineit. Those terms need to be defined so that the Bureau and
ingtitutions know what congtitutes “recreational education”.

To renumber former subdivison (g) to subdivision (y) of this section.

This subdivison merely moves former Section 71000(g) to its proper
aphabetical sequencein this section.

N/A
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Subdivison (2):

Problem Addressed:

Specific Purpose:

Factud Basis.

Underlying Data:

Subdivison (aa):

Problem Addressed:

Specific Purpose;

Factud Basis

Underlying Data:

Subdivision (bb):

Problem Addressed:

Specific Purpose:

Factud Basis.

Smple and consigtent terminology is needed to identify an auxiliary location
from which indruction is provided.

To define and establish the criteriathat alearning Ste must meet in order to
quaify as a satdllite Ste for purposes of the Act.

Providing clarification of whet criteria a satellite must meet in order to qudify
asasadlite will assg the Bureau and inditutions in determining the
appropriate classfication of alearning Site, the caculation of fees, and will
assg inditutions in complying with applicable provisons that goply to
satellites.

N/A

A singleterm is needed to refer to an inditution’ s learning Sites, irrespective of
whether the Steisamain Ste, branch Ste or satellite site.

To edtablish aterm that references dl of the educationd locations that an
inditution may have.

Providing a definition of al of the locations for which the Bureau has issued an
gpprovad to an inditution will assst the Bureau to more easily communicate
with indtitutions that have multiple learning Sites that are gpproved by the
Bureau.

N/A

A congstent term is needed to refer to the expenses incurred by the Bureau and
adte review team when it conducts an onSte quditative review and
assessment.

To establish aterm for referring to the incidental costs that the Bureau incursin
the Site review process.

The Act requires that the Bureau conduct a Site review as part of the Bureau's
qudlitative review and assessment of an indtitution and its educationd programs,
and provides that the ingtitution reimburse the Bureau for expensesincurred asa
result of the dte review. Providing the types of dte review codts for which
indtitutions are required to remburse the Bureau will enable an inditution thet is
seeking approval, re-approval or amended approva to know what costs the site
review team may incur during an on-site qudification review and assessment for
which the indtitution may be liable for reimbursement to the Bureau.
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Underlying Data

Subdivison (cc):

Problem Addressed:

Specific Purpose;

Factud Badis:

Underlying Data:

Subdivision (dd):

Problem Addressed:

Specific Purpose:

Factud Basis.

N/A

A sngleterm is needed to refer to the variety of services that an indtitution may
provide to students.

To edtablish a definition of the types of servicesrelated, and in addition to
educational services, that an ingtitution may offer to its Sudents.

The Act and the Bureau' s current regulations refer to a variety of ancillary
sarvices that an inditution may provide to its Sudents. Etablishing asingle

term to refer to those services will hep dlarify the regulations and will hep the
Bureay, inditutions and students better understand the Act and these regulations.

N/A

If an indtitution wishes to make certain types of changes to an educationd
program, it must obtain gpprova from the Bureau to make that change(s). The
Bureau and ingtitutions need to know what types of changesto an educationa
program(s) will cal for the filing of an gpplication for amended approva to
operate.

To darify what conditutes a change in an educationd program sufficient to
require that an ingtitution file an amended application for gpprova to operate
seeking the Bureau' s approval to make the change to the educational program.

In part, due to the wide variety of educationd programs that an ingtitution may
offer, it is extremdy difficult to state in words when a change to an educationa
program is so materid that it congtitutes amgor shift in program content, or
congtitutes a new and different program for which an ingtitution needs to obtain
the Bureau' s approva to offer. For example, the Bureau believesthat it should
not be necessary for an ingtitution to obtain the Bureau's prior gpprova in order
to upgrade to the latest version of a software program — that should be an
activity that the Bureau encourages. However, if an indtitution offersan
educationd program about a particular type of software program and then
decidesto offer instead, another type of software program (e.g., to move from
Word to WordPerfect) — that isatype of change that could sgnificantly affect
students who are currently enrolled in the program in order to learn the
particular software program originaly offered. The different educationa
program aso might require the hiring of different ingtructors or making other
types of changes.

This analys's becomes even more complex when gpplied to more traditiond

ubjects. Although it would be impossible for the Bureau to quantify in
regulation every change to an educationd program that an indtitution might
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make that would be sufficiently subgtantid to require the filing of an gpplication
for amended gpproval, both the Bureau staff and ingtitutions need some general
guidance about how to determine when this type of gpplication is necessary.
This subdivision attempts to establish that criteria.

Underlying Data: N/A

Note: Authority cited: Sections 94774(a)-(d), and (), 94774.5, 94778, Education Code. Reference
cited: Sections 94719, 94725, 94727, 94730, 94735, 94739, 94740, 94742, 94852(j), 94901, 94905,
94915, 94920, 94932, 94940, Education Code.

Chapter 2. Degree-Granting Private Postsecondary Educational I nstitutions
Articlel. General Provisons

§71000()). Definitions

Problem Addressed:  The definitions of terms contained in the current regulations are scattered
throughout the regulations. Mot of the terms are applicable to dl inditutions
that are subject to the requirements of the Act.

Problem Addressed:  To reped the definitionsin this section and move the definitions to Section
70000 - Définitions

Factual Bass: Facing dl of the definitions in one section provides the Bureau and inditutions
with a more convenient reference of terms, dlows for greater consstency
between the various provisonsin the regulations, and diminates ingtitutions
possible confusion that could result from having the same terms defined in
severd different sections of the reguletions.

Underlying Data: N/A

§71100(d)(e). Application Form

Problem Addressed:  The Act does not specificaly provide that the Bureau may charge afeefor an
gpplication form, and it is the practice of the boards and bureaus of the
Department of Consumer Affairs not to charge a fee for those forms.

Specific Purpose: To reped those subdivisonsin the current regulations which establish afee for
adegree program application for approva form.

Factual Basis: The current regulations provide that the Bureau will charge afee of $25for a
degree program application for gpprova form. However, if the inditution
completes and files the application, the current regulations provide that the
inditution will receive a credit of $25 againgt the amount of fees that must be
paid with the submission of the gpplication. Thus, if an inditution completes
and files an application with the Bureay, it actudly does not pay anything for the
application.



However, the Act does not specificadly provide that the Bureau may charge afee
for an gpplication form. It isthe practice of the boards and buresaus of the
Department of Consumer Affairs not to charge afee for their gpplication forms.
Moreover, when the Bureau attempted to adopt a similar regulation with respect
toits Application for Regidration, the Office of Adminigtrative Law (“OAL”)
rejected the regulation. OAL opined that athough the Bureau might be able to
charge afee for its gpplication, the basis for doing so would be the Public
Records Act, and the fee that could be charged would have to be limited to the
amount that a state agency may charge for providing copies of public records
provided pursuant to a Public Records Act request. OAL aso opined that
crediting the amount paid for the gpplication to an ingtitution who completes and
files an gpplication discriminates againgt those indtitutions and persons who
decide not to file an gpplication, since only those persons would actudly pay a
fee for the document.

For dl of those reasons, the Bureau has decided that it will no longer charge a
feefor an gpplication. Therefore, these subdivisions need to be repealed.

Underlying Data: N/A

§71655. Satellite L ocations
Problem Addressed:  One of the dements of a satellite Ste contained in the current regulations is not
consistent with the new Act.

Specific Purpose: To reped the definition of asatdlite and replace it with the definition
established in Section 70000(z) of these regulations.

Factud Basis: The old Act specificdly provided that a satellite Site could not be located more
than 50 miles away from an inditution’s main site or branch ste. (Seeold
Education Code section 94302(x).) AB 71 (Wright) rewrote and renumbered the
Act. Although many of the provisonsin the old Act wereretained in AB 71,
many new provisions were added, and some provisons were deleted. The 50-
mile limitation on the location of a satdlite was specificaly deleted from the
Actin AB 71. Therefore, the Bureau isrewriting the definition of a*“sadlite’
to diminate the 50-mile limitation, and to make other clarifying changes The
new definition is contained in proposed regulation Section 70000(2).

Underlying Data N/A

§72000(b)(k). Definitions

Problem Addressed:  The definitions of terms contained in the current regulations are scattered
throughout the regulations. Mogt of the terms are gpplicable to dl inditutions
that are subject to the requirements of the Act.

Specific Purpose: To reped the definitions in this section and move the definitions to Section
70000 - Definitions.
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Factud Basis

Underlying Data:

Hacing dl of the definitions in one section provides the Bureau and indtitutions
with a more convenient reference of terms, dlows for greater consstency
between the various provisons in the regulaions, and diminates inditutions
possible confusion that could result from having the same terms defined in
severd different sections of the regulations.

N/A

Title 5. Education
Division 7.5. Private Postsecondary Education

Chapter 5. Provisons Applicableto All Approved Postsecondary I ngtitutions

§73000(C).

Problem Addressed:

Specific Purpose:

Factud Basis

Underlying Data:

§73100(b)(c).

Problem Addressed:

Specific Purpose:

Factud Basis

Article 1. Fees and Payment Schedule

Definitions

The definitions of terms contained in the current regulations are scattered
throughout the regulations. Mot of the terms are applicable to dl inditutions
that are subject to the requirements of the Act.

To reped the definition in this section and move the definition to Section 70000
- Definitions

Facing dl of the definitions in one section provides the Bureau and inditutions
with amore convenient reference of terms, alows for greater consistency
between the various provisons in the regulaions, and diminates ingtitutions
possible confusion that could result from having the same terms defined in
severd different sections of the reguletions.

N/A

Application Form

The Act does not specificaly provide that the Bureau may charge afee for an
gpplication form, and it is the practice of the boards and bureaus of the
Department of Consumer Affairs not to charge afee for those forms.

To reped those subdivisonsin the current regulations which establish afee for
anon-degree gpplication for gpprova form.

The current regulations provide that the Bureau will charge afee of $25 for a
non-degree gpplication for gpprova form. However, if the indtitution completes
and files the gpplication, the current regulations provide that the ingtitution will
receive a credit of $25 againgt the amount of fees that must be paid with the
submission of the application. Thus, if an inditution completes and filesan
gpplication with the Bureau, it actualy does not pay anything for the

goplication.
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Underlying Data:

§74000(d)(e)(f)(q).

Problem Addressed:

Specific Purpose:

Factud Basis

Underlying Data:

8§74000.
Subdivison (a):

Problem Addressed:

Specific purpose:

Factud Basis

However, the Act does not specificadly provide that the Bureau may charge afee
for an gpplication form. It isthe practice of the boards and bureaus of the
Department of Consumer Affairs not to charge afee for their gpplication forms.
Moreover, when the Bureau attempted to adopt a similar regulation with respect
toits Application for Regigtration, the Office of Adminidrative Law (*OAL”)
rejected the regulation. OAL opined that athough the Bureau might be able to
charge afee for its gpplication, the basis for doing so would be the Public
Records Act, and the fee that could be charged would have to be limited to the
amount that a state agency may charge for providing copies of public records
provided pursuant to a Public Records Act request. OAL aso opined that
crediting the amount paid for the gpplication to an indtitution who completes and
files an gpplication discriminates againgt those indtitutions and persons who
decide not to file an gpplication, since only those persons would actudly pay a
fee for the document.

For dl of those reasons, the Bureau has decided that it will no longer charge a
feefor an application. Therefore, these subdivisions need to be repeaed.

N/A

Fees and Penalties

All of the sections contained in the regulations proposed by the Bureau relae to
different provisons. Section 74000 of the current regulations covers two
different subjects - generd provisons relating to fees and pendty provisons.

To reped the subdivisons relating to pendties and move them to Section 74003
of the proposed regulations.

Separating regulations dedling with different subjects into separate sections
enables indtitutions, students, and Bureau staff to more easly locate and
understand regulations.

N/A

General Provisions Regarding Fees
The current regulation is not as clear asit might be.

To clarify that the fees that are required to be paid by an indtitution to the
Bureau are those fees that are promulgated by the Bureau pursuant to the Act
and these regulations.

When the Act was promulgated in 1989, it included fees established by the
Legidature that remained in effect until such time as the Council adopted
regulations and established afee schedule. Once the Council did that, those fee
provisonsin the Act were repeded. Today, athough the Act does not contain
specific fee amounts, it does contain provisons that govern generdly the
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Underlying Data:

Subdivison (b):
Problem Addressed:

Specific Purpose:

Factua Badss

purposes and amounts of some fees, and the basis on which they areto be
caculated. Current regulation Section 74000(a) indicates that the amount of a
fee may be contained in the Act. That isno longer accurate. Therefore, these
clarifying amendments are necessary to more accurately state the source of the
fee schedule which inditutions must use to calculate the fees they owe to the
Bureau.

N/A

Former paragraphs (1), (2) and (3) are not as clear asthey might be, and aso
contain references to the now nonexistent Council. They dso fail to address
fees to be filed with gpplications for Bureau action other than an approva to
operate. They aso do not address the Bureau's ability to process an application
that does not include the appropriate fees.

(1) To darify when and to whom annual fees mugt be paid by an inditution
and submitted to the Bureau.

2 To use the newly defined term to which this paragraph applies, and to
specify the types of gpplicationsto which it gpplies.

(©)] To esablish and darify that when a person or ingtitution files with the
Bureau an application for a certificate of authorization for service, agent's permit
or agency authorization, it must be accompanied by the appropriate fee.

4 To establish and darify that when a person or inditution files with the
Bureau an gpplication for an exemption, it must be accompanied by the
appropriate fee.

5) To convert old references to the Council, and to clarify that the
paragraph applies to any type of application seeking Bureau action.

(6) To edablish the policy the Bureau will follow for caculaing the time
within which the Bureau will act on an gpplication when an gpplicant failsto
include dl or part of an gpplicable fee with its gpplication seeking Bureau
action.

@ Indtitutions that are subject to regigtration must submit an annua report
and pay an annud fee. (See Educationa Code Section 94931(e).) Ingtitutions
that obtain an exemption from the Bureau must dso annudly file certain
information and pay annual fees. (See, e.g., Education Code Section
94739(b)(6) and CCR Section 74006(€).) Therefore, this regulation also applies
to indtitutions that may not hold an approva to operate. These changes are
necessary in order to clarify thet the provisions gpply to these inditutions.
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2 The Bureau is amending this paragraph smply to make appropriate
changes to terminology that will make the paragraph more clear and accurate.

)] This subdivision, asit has existed until now, could be read to apply only
to feesthat must be paid by an indtitution that is subject to gpprovd. Infact, any
application seeking an action by the Bureau must be accompanied by a separate
fee. That requirement has been practiced and enforced for years. While the
requirement may seem self-evident, snce the regulations specifically address the
subject with respect to gpplications relating to an approva, they aso should
address the subject with respect to gpplications for other types of Bureau
actions. This paragraph makes clear that a separate fee must accompany the
filing of an application that requires that the Bureau conduct areview of the
gpplication and make a determination of whether the indtitution or person
qudifiesfor the gatusit is seeking.

Additiondly, one of the changesto the Act made by AB 71, adopted in 1997,
was the addition of aregigration program. An ingtitution subject to registration
must file an gpplication for regidration, not an gpplication for goprovad to
operate. Because the registration program did not exist when the current
regulations were promulgated, the current regulations do not address the fees to
be paid with aregigtration. This paragraph aso makes clear that the applicable
fee must be paid with the submisson of an application relating to regigtration.

4 The Act provides for severa exemptions from the requirements
contained inthe Act. This paragraph makes clear that an application for an
exemption also must be accompanied by the appropriate fee.

(5) The proposed amendmentsto this paragraph merely update referencesto
the former Council to the Bureau and, as discussed above, clarify that the
paragraph applies to al types of applications seeking Bureau action.

(6) In accordance with the Legidature sintent that the Bureau fund its
operations through fees assessed on inditutions, the Bureau must assure that
indtitutions pay the fees that the Bureau is authorized by regulation to charge.
State agencies that issue licenses typically collect the feesfor the license a the
time that the gpplicant files an application for licensure. At lesst in part, thet is
because it often could be very difficult and costly for the state agency to collect
the fees either after the applicant obtained the license for which he or she had
applied, or after the state agency denied the gpplication for licensure. Thus, to
the extent possible, the Bureau should assure that an ingtitution has submitted
the gppropriate fees to cover the Bureau’ s cost to conduct the quditative review
and assessment or the review and qudification determination before the Bureau
begins conducting the required activity.

In order to help assure that an indtitution timely pays its fees for a quditetive
review and assessment or areview and qudification determination, this
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paragraph specificaly provides that the Bureau has the authority to refuse to act
on an gpplication seeking Bureau action until the ingtitution or person has paid
al gpplicable fees. It dso provides that the time within which the Bureau must
act on an gpplication seeking Bureau action, as established in other sections of
the regulations, is tolled until the ingtitution or person pays al gpplicable fees.
Thus, the failure of an indtitution or person to pay the gpplicable fees does not
reduce the time within which the Bureau has to process the application and issue
its determination.

These provisons are consistent with the Bureal’ s past practice. However,
establishing them in regulation hdps persons and indtitutions understand the
process that will be applied, and the potential consequences of afalureto timely
pay dl feesthat are due with the submission of an application for Bureau action.

Underlying Data: N/A

Subdivison (c):
Problem Addressed:  This subdivison isnot as clear asit might be regarding its gpplication to dl
types of fees submitted to the Bureawl.

Specific purpose: To clarify the types of fees submitted to the Bureau that are non-refundable.

Factual Bass: Ingtitutions' knowledge of the types of fees that are non-refundable will hep to
dleviate misundergtandings. Because of the context of other subdivisonsin this
section, the language of the current subdivision could be interpreted to apply to
fees that accompany only an application for gpproval. As discussed above, that
interpretation would be incorrect.

Except as required by the second paragraph of Business and Professions Code
section 158, asagenerd rule, any fees submitted with any type of application
seeking action by aboard or bureau of the Department of Consumer Affairsare
not refundable. Moreover, Government Code section 13142 prohibits the refund
of any feein specified circumstances** The refund of fees such as penalty fees,
assessments of costs, and other types of assessments such as the Student Tuition
Recovery Fund (“ STRF’) assessment, etc., dso may be governed by those
provisons. Annud fees, which must be submitted with an annua report thet
must be processed by the Bureau, would gppear to fal within the category of
feesin Government Code section 13142 that are non-refundable. It was the past
practice of the Council that annua fees generaly were non-refundable.

This subdivison needs to be clarified to reflect that dl such fees, and not just
fees submitted with an gpplication for gpproval to operate, are non-refundable.

14" Government Code section 13143 and the first paragraph of Business and Professions Code Section 158 set forth circumstances where

refunds may be made at the discretion of the state agency.
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Underlying Data:

Subdivision (d):
Problem Addressed:

Specific Purpose:

Factua Basis

Underlying Data:
Subdivison (e):

Problem Addressed:

Specific Purpose;

Factud Basis

Underlying Data:

Additionaly, in the past, the Council charged afee for goplication documents.
The Bureau is eecting not to impose that charge. Therefore, this subdivison is
being amended to delete the reference to a document charge.

N/A

Returned checks result in costs accruing to the Bureau for handling, notification
and securing subsequent payment, aswell as for fees assessed to the Bureau by
financid indtitutions due to return checks.

To establish the Bureau' s authority to recover costs associated with returned
checks. The Bureau must protect the integrity of the State's resources and strive
to efficiently manage its fiscd responghilities.

Establishing the Bureau' s authority to recover costs from return checks will
enable the Bureau to protect the integrity of the State’ s resources and to
efficently manage its fisca responghilities

N/A

Delinquency pendtiesfor late payment must be determined based upon a
triggering event to cover the costs of the activity to be undertaken by the
Bureau.

To edtablish the date the Bureau will use to determine whether payments made
by ingtitutions for fees described in Chapter 5 are ddinquent and subject to
pendties. The Bureau must protect the integrity of the State's resources and
grive to efficiently manage its fiscd responghilities.

Egablishing the method for determining the date on which fees are paid will
enable the Bureau to consstently and effectively enforce the provisonsreating
to timely payment of fees, and will help diminate disputes regarding the date on
which the fees are paid.

N/A

Note: Authority cited: Sections 94774(a)-(d), and (g), 94774.5, 94778, Education Code. Reference
cited: Sections 94900, 94901, 94905, 94915, 94932(c)(1), 94920, 94940, 94846(a), Education Code.

874002.
Problem Addressed:

Definitions and References

The definitions of terms contained in the current regulations are scattered
throughout the regulations. Mot of the terms are applicable to dl inditutions
that are subject to the requirements of the Act.
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Specific Purpose:

Factud Bads

Underlying Data:

§74002.

Problem Addressed:

Specific Purpose:

Factud Basis

Underlying Data:

Toreped the definitionsin this section and move the definitions to Section
70000 - Definitions.

Pacing dl of the definitions in one section provides the Bureau and inditutions
with a more convenient reference of terms, dlows for greater congstency
between the various provisons in the regulaions, and diminates inditutions
possible confuson that could result from having the same terms defined in
severd different sections of the regulations.

N/A

Disputes Involving Fees
The current regulations do not pecify a procedure through which an inditution
may dispute the Bureau's assessment of afee.

To establish timeframes, documentation requirements, and a process for
disouting fee determinations with the Bureau.

In addition to the possibility of human error, the Bureau redlizes that,

particularly because the database inherited by the Bureau is old and not ways
up-to-date, there may exist the possibility that fees assessed by the Bureau on an
ingtitution may not, in every ingance, be correct. The current regulations do not
specificaly set forth a process by which an inditution that believes that the
Bureau incorrectly assessed a fee againgt the ingtitution, or incorrectly caculated
the amount due, may object to the fee. This section establishes such a process.
Such aprocess will assure indtitutions that they have ameansto file an objection
to afee assessment, and will establish a non-discriminatory process for
addressing the objection.

N/A

Note: Authority cited: Sections94774 (a)-(d), and (g), 94774.5, 94778, Education Code. Reference
cited: Sections 94901, 94915, 94920, 94932(c), 94940(a)(3), Education Code.

874003.
Problem Addressed:

Specific Purpose:

Consequences and Penaltiesfor Delinquency in Payment of Fees

The consequences and pendties for ddinquent payment of fees currently are
contained in Section 74000 - Fees and Pendlties. They are difficult to locate and
reference. In addition, the existing regulations need some clarification to reflect
consgtency in terminology with the Act, to reflect the Bureau as the regulatory
agency, and to clearly reflect that the provisions gpply to al types of feesthat
may be due to the Bureau.

To separatdly identify the consequences and pendties for delinquent payment of
fees, and to darify terminology as reflected in the Act, and to make its
application consistent for al types of fees.



Factua Badsis

Underlying Data:

Separating the provisons governing the consegquences and pendties for
delinquent payment of feesinto a separate section will asss inditutions and the
Bureau in easlly locating those provisions. Obvioudy, the regulations need to
be updated to provide consstency in terminology. Clarifying that these
provisons gpply to al types of fees may be due to the Bureau will assst
inditutions in better understanding and complying with the Act.

N/A

Note: Authority cited: Sections 94774(a)-(d), and (g), 94774.5, 94778, Education Code. Reference
cited: Sections 94900, 94901, 94905, 94915, 94932(c)(1), 94934, 94920, 94940, 94846(a), Education

Code.

874004.
Problem Addressed:

Specific Purpose:

Factud Basis

Underlying Data:

Fee Schedule.

Some of the terminology contained in the current regulations no longer reflects
the present regulatory structure. Most of the changes to this section merely
change " Council" to "Bureau, to reflect the current regulatory structure.

To implement congstent terminology for referencing these regulations and the
Bureau.

The Council could increase its fees, up to the maximum dlowed, if the increase
was established by a mgority vote of the Council. Since the Council no longer
exigs, fees cannot be established by resolution. Congistency in terminology will
prevent confusion and improve communications and resolve questions related to
the Act and the Bureau' s authority.

N/A

Note: Authority cited: Sections 94774(a)-(d), and (g), 94774.5, 94778, Education Code. Reference
cited: Sections 94774(d), 94932, Education Code.

8§74006.
Subdivison (a):
Problem Addressed:

Specific Purpose:

Factua Badss

Annual Fee

Thissubdivison isnot as clear asit might be. Moreover, an inditution that
offers both degree or non-degree programs and registered programs may be
subject to more than one annud fee.

To darify thet an inditution must pay dl of the annud feesthat apply toit.

Section 94830(g) of the Act provides that the Bureau may refuse to issue or
renew an ingtitutions gpprova to operate, or may revoke the inditution's
approva to operate, if the inditution fails to pay any feesrequired by the Act to
be pad by the inditution. Some inditutions may fail to pay dl of therr annud
feeswhen due. Additiondly, an inditution thet offers both a degree or non-
degree and a registered program(s) may be subject to separate annual fees,
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Ingtitutions need to know that they are required to pay dl of the annud feesthat
aoply to the inditution.

Underlying Data: N/A

Subdivison (b):
Problem Addressed:  This subdivisonisnot as clear asit might be.

Specific Purpose: To darify the subdivison, induding making it explicit that the payment of the
other fees does not satisfy the indtitution's obligation to pay its annual fee.

Factud Basis: The Act requires that inditutions submit al feesin atimey manner, and
provides that the Bureau may deny an indtitution's gpplication, or may revoke an
inditution's gpprovd, for falure to submit feesin atimey manner. Inditutions
are required by the Act and this Division to submit various fees to the Bureau,
including fees for the qualitative review and assessment for re-gpprova and for
amended gpprova. Because some of the information that an inditution is
required to submit inits annud report isthe same as some of the information
required to be included in an application for re-approval or amended approval,
the indtitution may incorrectly assume that it is not required to submit an annua
report and annud fees, Snceit may have dready recently submitted that
information to the Bureau for review in an goplication for re-gpproval or
amended approva. Therefore, ingtitutions need to be made aware that the
annua feeisin addition to any other fees that are required to be paid.

Underlying Data: N/A

Subdivison (c):

Problem Addressed:  Subdivision(c)(1) of Section 94932 of the Act requires that the Bureau adopt a
fee schedule for dl indtitutions gpproved under the Act, including the maximum
amount to be charged for an ingtitution's annua fee. The Bureau has determined
that in order to distribute annual fees more equitably based on the sze of the
indtitution, as required by the Act, the Bureau needs to change the minimum and
maximum annud fees, and the caculation of the annud fees, need to be
adjusted.’

Specific Purpose; To redigribute the annua feesto be paid by inditutions by establishing different
minimum and maximum dollar amounts that an inditution may be required to

pay.

15 The Bureau's proposed fee schedule is attached as Appendix A to this Initial Statement of Reasons (“1SR”) for purposes of review and
disclosure, but is not being included as part of the requlations. The fee amounts contained in that fee schedule for a qualitative review

and assessment are supported by the workload data attached to the Economic Impact Statement (“EIS") as Appendices A through E. In
each instance, the amount of the maximum fee contained in these proposed regulations for a qualitative review and assessment were
derived by applying to the amount in the fee schedule the Consumer Price Index (“CPI”) annually for atwo-year period. Sincethe
Bureau retained in these proposed regulations the current regulation’ s maximum relating to the percentage of an institution’s annual gross
revenues that the institution must pay as an annual fee, the Bureau did not include a CPI factor in these regulations relating to annual

fees.
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Factud Basis

Ingtitutions need to know the maximum fees that they are required to pay
annuadly so that they are aware of dl of the cogtsinvolved in operating an
ingtitution.

Section 94932(c)(3) of the Act providesthat, It isthe intent of the Legidature
that the council [Bureau] shdl adopt afee schedule that reflects the size of the
indtitution, with inditutions enrolling a larger number of students being required
to pay alarger annud fee than those with smaller sudent enroliments. In
addition, Section 94932(c)(2) of the Act required that on January 1, 1998, the
Bureau reduce its fees relating to an application for gpprova and re-approval,
and its annual fees, by a graduated percentage based on the gross revenues of the
inditution, giving indtitutions with the largest gross revenues a 5% reduction,

and indtitutions with the smalest gross revenues a 15% reduction in fees. As
discussed above, the Legidature did not specify atime period in which those fee
changes must remain in effect. To the contrary, the Legidature established a
mechanism whereby the Bureau may change those fees.

As discussed more thoroughly in the Preface of this Initid Statement of Reasons
(ISR), the Act reflects the Legidature s overarching intent that the Bureau
charge sufficient feesto cover dl of the costs of its operations, except for those
covered by federad funding for the veterans program. Additiondly, the
Legidature has indicated an intent that the Bureau' sfees rdating to the
qualitetive review and assessment of an ingtitution generdly bear some
reasonable relationship to the Bureau' s costs to conduct the quditative review
and assessment. That meansthat dl of the Bureau’ s remaining operationd
cogts, including mogt of its enforcement costs, must be covered by fees other
than gpplication fees— in other words, by the annual fee. Section 94932(b) of
the Act requires that the Bureau use a minimum of 50% of its funds to cover the
costs of enforcement. Asindicated above and in the Preface, the Legidature
as0 hasindicated an intent that fees assessed on an indtitution, and in particular
amended fees, bear some reasonable relationship to the Sze of the ingtitution.

Since assuming repongbility for implementing and enforcing the Act, the
Bureau has attempted to andyze its workload, and to assess whether itsfee
structure needs to be adjusted to more closaly reflect the Legidature s intent
regarding fees, as discussed above in the Preface of thisISR.

The Bureau’ sanadysis of its annudl fee structure has led it to the conclusion that
the annua fee Structure needs to be adjusted to more closely reflect the
Legidature sintent regarding fees, the Bureau has concluded that some
adjusments to the annud fees are called for.

Based on the most recent data available to the Bureau, the Bureau has calculated
that 33% of the indtitutions subject to the Bureau' s jurisdiction have an annud
gross revenue of less than $100,000, while 16% of the indtitutions have an



Underlying Data:

Subdivison (d):

annua gross revenue of $1,000,000 or greeter, and 51% have an annual gross
revenue of $100,000 through $999,999. Under the current annua fee structure
contained in the current regulations, the minimum annud fee that an indtitution
may pay is $700, and the maximum annud fee is $8,000. However, the current
maximum annua fee that may be assessed pursuant to the Bureau' s fee
schedule, as adjusted from the Council’ s fee schedul e effective January 1, 1998,
in accordance with Section 94932(c)(2) of the Act, is $4,750. Theresault isthat
once an inditution reaches an annua gross revenue in excess of $1 million, the
amount of its annud fee remains the same irrespective of the amount of the
inditution's annud grossrevenue. The result is that inditutions with an annua
gross revenue of $956,000 or less pay a disproportionately larger portion of the
Bureau' s cogts to administer and enforce the Act than do ingtitutions whose
annua gross revenue exceeds $1 million.

In order to make annual fees more equitable, the Bureau proposes to reduce the
minimum amount of an annud fee from $700 to $500, and to increase the
maximum possible annua fee from $8000 to $20,000. For purposes of the fee
schedule, which reflects the fees the Bureau intends to charge the Bureau also
proposes to reduce to one-haf of one percent (.005 or .5%) the percentage of
annua gross revenue that condtitutes the Bureau's annud fee. (However, in
order to maintain some leeway for any future change in annua fees that might
be necessitated by other factors, such asinflation, the Bureau ismaintaining in
its regulation the current maximum for an annud fee of 1% of an inditution’s
annua grossrevenues.) Theresults of those changes will be that approximeately
84% of the indtitutions subject to the Bureau's jurisdiction will see areduction

in the amount of their annual fee. In contrast, only 16% of the inditutions
subject to the Bureau' s jurisdiction — those indtitutions with the highest annud
gross revenues — will see an increase in the amount of their annud fee. Thus,
the funding of the Bureau's costs to administer and enforce the Act will be more
equitably apportioned among the ingtitutions subject to the Bureau’ s jurisdiction.
The Bureau submits that its proposad more closaly reflectsthe Legidature's
intent, as set forth above, with respect to dlocating the fee burden anong
inditutions based on the indtitution’ssze.

The Bureau has reviewed existing annua fees asthey are currently distributed
among small, medium and large indtitutions and is proposing that these fees be
redistributed to be more equitable to smal and medium inditutions. The Bureau
proposes in its fee schedule to apply a standard .005 or .5% across the board to
an inditution's annual gross revenues as the aternative maximum annud fee for

al schools, but to reduce the floor to further decrease the annual fee for the
smdler inditutions and to the redigtributed the annud fee increase to the largest
indtitutions by increasing the calling. See Appendix E to the Economic and

Fisca Impact Statement (EFIS) (Std.399).



Problem Addressed:

Specific Purpose:

Factud Basis.

Underlying Data:

A "ghort-course inditution” no longer exigsin the new Act. Former subdivison
(¢) of this section (which will become subdivison (d)), is not as dlear asit might
be.

To establish an annud fee associated with the review and substantiation of
information and documentation submitted to support claims of exemption.

Subdivision (d) of the current regulations governs annud fees gpplicableto a
“ghort-course inditution.” One of the revisons of the Act made by AB 71 was
to establish a new category of educationd programs — registered programs.
Indtitutions that qudified as a“short-course inditution” under the old Act arein
agroup of educationa programs that are subject to registration under the new
Act. Thus, a“short-courseinditution” no longer exists, and this subdivison
needs to be repeaed.

The repedl of old subdivison (d) causes subdivision (€) to become the new
subdivison (d). The section of the Act referenced in old subdivision (€) hasa
different number in the new Act. Additiondly, the section is not worded as
clearly asit might be. The Bureau is rewording this subdivison to correct the
reference to the Act, and to more clearly state the purpose of the annual fee for
an indtitution that has applied for, and has been granted, an exemption from the
Act.

N/A

Note: Authority cited: Sections 94774(a)-(d), and (g), 94774.5, 94778, Education Code. Reference
cited: Sections 94808, 94861, Education Code.

§74008.

Problem Addressed:

Specific Purpose:

Factud Badis:

Fees Payable by I ngtitutions I n Connection With Approval Under Section
94310 of the Code

The current regulation structure for fees relating to the various types of
goplications that an indtitution may file are increasingly out-dated and
ingppropriate. Additionaly, many of the fee structures do not comply with the
Legidature sintent that application fees generdly reflect the cost incurred by

the Bureau to conduct the quditative review and assessment required for the

particular application.
To repeal and replace with Chapter 5 Sections 74010 through 74010.48

The current regulations address fees relating to a variety of applications based
on the category of an indtitution — elther degree or non-degree. Since more and
more inditutions are a hybrid — the indtitution offers both degree and non
degree programs — those categoricd diginctions are increasingly out-dated and
inappropriate.



Underlying Data:

874008.
Subdivison (a):
Problem Addressed:

Specific Purpose:

Factud Badis:

Underlying Data:

Subdivison (b):

Additiondly, the fee sructure in the current regulations does not reflect the
Legidature sintent that application fees generdly reflect the cost incurred by

the Bureau to conduct the quditative review and assessment required for the
particular application. For example, current Section 74008 establishes aflat fee
for an application for gpprova to operate containing five or less degree
programs. However, asreflected in Appendix B of the EFIS and discussed in
more detail below, the Bureau incurs a cost for each degree program that is
contained in an gpplication. Therefore, afee structure that imposes afee for
each degree program included in an application for approva to operate is more
equitable.

For those reasons, rather than attempt to amend current Section 74008(a), the
Bureau has elected to repeal Section 74008 and adopt new sections 74010
through 74010.48.

N/A
Reimbursement of Site Review or Site Inspection Expenses

Current regulations do not explicitly establish the billing and collection
procedures associated with Site reviews and Ste ingpection expenses.
Additiondly, Section 15376 of the Government Code requires agenciesto
establish the time-frames for permit processing.

To: (1) darify the requirements for reimbursement of Stereview and Ste
ingpection expenses, (2) provide mechanisms for invoicing and collections of
those expenses; and (3) establish the consequences for nonpayment of invoices
for dte review expenses.

Sections 94901(i) and 94915(c) of the Act, for degree and non-degree programs,
respectively, provide that the ingtitution that is the subject of an on-gte
qualitative review and assessment is respongble for the “expenses’ of the Ste
review team, including the expenses of the Bureau’ s saff who participate on the
on-dSite review team. Proposed subdivison (a) specificaly identifies the cogts
that areincluded as* expenses’ for purpose of those sections of the Act, and the
maximum rates for those expenses. “Expenses’ are those expenses that would
be reimbursable by the state for work travel assgnments by employees of the
date. Thissubdivison dso provides that the maximum rate for those expenses
will not exceed the maximums established by the state for rembursing seate
employees on work travel assgnments. This subdivison merdy explicitly
establishes what was the practice under the Council, and what has been the
practice by the Bureau.

N/A



Problem Addressed:

Specific Purpose:

Factua Badss

Underlying Data:

Subdivison (c):

Problem Addressed:

Specific Purpose:

Factua Badsis

Underlying Data:
Subdivison (d):

Problem Addressed:

Current regulations do not explicitly establish the billing and collection
procedures associated with Site reviews and Site ingpection expenses.
Additiondly, Section 15376 of the Government Code requires agenciesto
establish the time-frames for permit processing.

To: (1) darify the requirements for rembursement of Ste review and Ste
ingpection expenses, (2) provide mechaniams for invoicing and collections of
those expenses; and (3) establish the consequences for non-payment of invoices
for Ste review expenses.

This subdivison establishes the process to be followed for billing an inditution
for any expenses of the Ste review team. Briefly, within 15 days of the date of
completion of the on-site review and assessment the Bureau will issue an
invoice reflecting the actua expenses incurred by the Site review team. The
indtitution is given 30 days after the date of issuance of the invoice within which

to pay the expenses.

N/A

Current regulations do not explicitly establish the billing and collection
procedures associated with Site reviews and Site ingpection expenses.
Additiondly, Section 15376 of the Government Code requires agenciesto
establish the time-frames for permit processing.

To: (1) darify the requirements for rembursement of Ste review and Ste
ingpection expenses, (2) provide mechanisms for invoicing and collections of
those expenses; and (3) establish the consequences for non-payment of invoices
for Ste review expenses.

This subdivison confirms the Bureau' s authority to issue anatice of intent to
deny an indtitution’ s gpplication for gpprova to operate for non-payment of fees,
pursuant to Section 94830(q) of the Act, if the indtitution falsto timely pay the
Site review team expensesinvoiced pursuant to subdivision (b) of this section.
Again, this procedure conforms to the Bureau' s procedure for adenia of an
application for gpproval to operate on other grounds, with the exception of the
issuance of anatice of intent to deny unless the indtitution submits the expenses
of the Ste review team within 15 days.

N/A
Current regulaions do not explicitly establish the billing and collection
procedures associated with Site reviews and Site ingpection expenses.

Additiondly, Section 15376 of the Government Code requires agenciesto
edtablish the time-frames for permit processing.
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Specific Purpose: To: (1) darify the requirements for rembursement of Ste review and Ste
ingpection expenses, (2) provide mechanisms for invoicing and collections of
those expenses; and (3) establish the consequences for nonpayment of invoices
for Ste review expenses.

Factual Basis: This subdivision establishes the remaining procedures to be followed by the
Bureau where an indtitution fails to timely pay the invoice of the expenses of the
gtereview team. Specificadly, if the inditution fals to pay the invoice within 15
days of the date of the notice of intent to deny the application, the Bureau may
issue a notice of denial, which becomes effective 30 days from the date of that
notice, just as it does when the Bureau denies an gpplication for gpprova to
operate on any other basis. The notice dso informs the indtitution of itsright to
request a hearing, and specifies the hearing processes that may be used. If the
inditution fails to request a hearing within the specified time period, the denid
becomes effective 30 days after the date of the notice of denid. Just the same as
when an inditution’s gpplication for gpprova is denied on any other ground, on
the effective date of the denid, the indtitution must cease its operations, and may
not again begin to offer educationa services until it hasfirst submitted anew
application for gpprova to operate, and until the Bureau has determined that the
indtitution quaifies for an gpprova to operate and has issued an gpprova to the
inditution. All of these provisons are consistent with the Bureau' s operations
and administration with respect to the denia of an gpprova to operate on
grounds other than non-payment of fees.

Underlying Data: N/A

NOTE: Authority cited: Sections 94772, 94774(a)-(d) and (), 94774.5, 94778(a), 94932(c) Education
Code. Reference cited: Sections 94901(a), 94905, 94915(c), Education Code.

§74010. Fees Payable by Ingtitutions In Connection With Approval Under Section
94311 of the Code

Problem Addressed:  The current regulation structure for fees relating to the various kinds of
goplications that an indtitution may file are increesingly out-dated and
ingppropriate. Additionaly, many of the fee structures do not comply with the
Legidature sintent that gpplication fees generdly reflect the cost incurred by
the Bureau to conduct the quditative review and assessment required for the

particular gpplication.
Specific Purpose; To repea and replace with Chapter 5 Section 74010 through 74010.48.

Factual Basis: The current regulations address fees relating to a variety of gpplications based
on the category of an inditution — either degree or non-degree. Since more and
more inditutions are a hybrid — the indtitution offers both degree and non-degree
programs — those categorica distinctions are increasingly out-dated and
inappropriate.



Underlying Data:
§74010.

Subdivisons (a):

Problem Addressed:

Specific Purpose;

Factua Badsis

Additiondly, the fee structure in the current regulations does not reflect the
Legidature sintent that application fees generdly reflect the cost incurred by

the Bureau to conduct the qualitative review and assessment required for the
particular gpplication. For example, current Section 74010(a) establishes aflat
fee for an gpplication for gpproval to operate containing five or less non-degree
programs. However, asreflected in Appendix C of the EFIS and discussed in
more detail below, the Bureau incurs a cost for each educationa program that is
contained in an gpplication. Therefore, afee structure that imposes afee for
each educationa program included in an application for gpprova to operateis
more equitable.

For those reasons, rather than attempt to amend current Section 74010, the
Bureau has elected to repeal Section 74010 and adopt new sections 74010
through 74010.48.

N/A

Fees For a Qualitative Review and Assessment of an Initial Application for
Approval to Operate

The Bureau's current fee schedule and regulations do not accurately conform to
the Legidauresintent that the fee assessment for a quditative review and
assessment for an initid gpplication for approva to operate reflect the Bureau's
cogts to perform the quditative review and assessment.

To edtablish afee sructure that accurately complies with the Legidature's intent
and reflects the cost to the Bureau to conduct a quditative review and
assessment of the indtitution and its educationd programs.

Section 94932(c)(1) of the Act requires that the Bureau adopt afee schedule for
al inditutions gpproved under the Act, including the maximum amount to be
charged by the Bureau to perform aquaditative review and assessment of an
indtitution seeking approva of its educationd programs. Additiondly, as
discussed in the Preface of this ISR, the Act requires that the Bureau's fees be
aufficient to provide the Bureau with adequate funds to operate, and that the fees
cover the cogts to perform its adminigtrative functions.

Additionaly, Section 94901(a) with respect to degree programs, and Section
94915(b)(13) with respect to non-degree programs, specificaly provides that the
feefor a quditative review and assessment shdl be based, at least in part, on the
number of learning Stes, and the number of educationd programs, included in
the application for approval to operate.

Sincethelevd of review for adegree program is more extensive than for a non-

degree program, it dso is reasonabl e that the fee should be based on the type of
educationd programs included in an application — whether degree or non-degree
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Underlying Datax

Subdivison (b):
Problem Addressed:

Specific Purpose;

Factud Badis:

programs. That is congstent with the Council’ s past practice in assessing fees,
and with the current regulations.

This subdivison merdly darifies and confirms that the amount of the fee for a
qualitetive review and assessment that isto be paid by an inditution with its
submisson of aninitid gpplication for gpprova to operate will comply with the
requirements of Section 94901(a) and 94915(b)(13) of the Act, and with the
Council’ s past practice that the fee aso be based on the type of educationa
programs included in the application.

The Bureau prepared a workload data worksheet (enclosed), which includes a
detailed andys's of the amount of time required to complete the various tasks
associated with a. qualitative review and assessment of an indtitution and its
educationa programs. The cost for each mgjor quditative review and
assessment function is caculated together as atotal cost to process an
application for gpproval, and is used as abasis for the fees.

The Bureau's current fee schedule does not accurately conform to the
Legidaturesintent that the fee assessment for a quditative review and
assessment for an initid gpplication for gpprova to operate reflect the Bureau's
cogsto perform the qualitative review and assessment.

To edablish the maximum amount an indtitution that offers only degree
program(s), or both degree programs and nor+degree programs, is required to
pay for the Bureau to conduct a qualitative review and assessment of the
inditution and its educationd programsincluded in an initid goplication for
approva to operate.

As discussed above with respect to the annual fees, since assuming
respongbility for implementing and enforcing the Act, the Bureau has attempted
to andlyze its workload, and to assess whether its fee structure needs to be
adjusted to more closdly reflect the Legidature s intent regarding fees as
discussed above in the Preface of thisISR.  In analyzing its fee structure and
meaking its recommendations for changes thereto, the Bureau has attempted to
focus on assuring that its fee sructure is fair and equitable by imposing the
Bureau' s codts, to the extent possible, on the cost-causer. Documentation
reflecting the Bureau' s andlyss of its workload relating to an initid application
for approva to operate that includes one or more degree programsiis contained
in page 1 of Appendix B of the EFIS. That documentation supports the need for
avaiety of changesin the manner in which fees are assessed.

For example, the current regulations establish aflat fee for an gpplication that
contains up to five educationa programs. However, there is a cost to the Bureau
to conduct the required qualitative review and assessment with respect to each
educationa program offered by an inditution. The result of the current



regulationsisthat an indtitution that offers one or two educationa programs may
be required to pay afee that exceeds the Bureau's cost to conduct the qualitative
review and assessment, while an inditution thet offers four or five educationd
programs may be required to pay afeethat islessthan the Bureau's cost to
conduct the qualitative review and assessment. The Bureau is not aware of any
reason why thisinequity should be continued when it isSmple to remedy it by
assessing a standard fee for each educationa program that isincluded in an

initid gpplication for an gpprova to operate. This subdivison does that.

In analyzing the tasks that must be performed in conducting a quditative review
and assessment, the Bureau determined that certain functions must be conducted
for every main steincluded in an initid gpplication for gpprova of degree
programs. The Bureau determined its cogts to perform those functions, and has
st that amount asits basic fee for every main steincluded in an initid
application for approval of degree programs.  That feeisreflected in the
Bureau' s proposed fee schedule, attached as Appendix A to thisISR.

In order to dlow for a potentia need to increase fees over time due to inflation,
the maximum basic fee for amain Ste contained in this subdivison was
caculated by usng the fee reflected in the Bureau' s fee schedule for an initid
goplication for approva of degree programs at a main Site, and applying to thet
figure the current Consumer Price Index (“CPI”) on an annua basisfor atwo-
year period.

The fee schedule established by the Council imposed a separate fee for each
branch and satdllite Ste included in the initid gpplication of an inditution that
offered only non-degree programs. However, the Council did not impose a
separate fee for each branch and satellite Ste included in the initia gpplication
of an inditution that offered degree programs. The result of the gpplication of
that ditinction isthat indtitutions that offer degree programs a severd Stes
included in one gpplication for approva to operate generate more costs for the
Bureau to conduct the required quditative review and assessment, but those
costs are spread across dl inditutions, including those that may have only one
gte.

Section 94900(a) requires that the Bureau conduct a qualitative review and
assessment of al of the educationd programs offered by an inditution, and dl of
the operationd dtes of an indtitution. Section 94901(b) requires that the Bureau
conduct an on-Site review and assessment of each main Site and each branch site
incdluded in an initid or re-approval application for approva to operate!® Thus
athough Section 94719 of the Act provides that a branch may not offer an
educationd program that is not gpproved to be offered a the main site, there ill

16 |t asatellite dsoisincluded in an initial or re-approval application, the Bureau may, but is not required to, conduct an on-site

qualitative review and assessment of the satellite site. (See Education Code section 94901(b)(1).) However, where an applicationisfor
the approval of abranch or satellite (i.e., an application to add a branch or satellite) the Bureau must conduct an on-site qualitative review
and assessment of the branch or satellite, and also may inspect the main site. (See Education Code section 94901(b)(2).)
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are alarge number of functions that the Bureau must perform as part of its
qualitative review and assessment of every branch steincluded in aninitid
application for gpprova to operate, irrespective of whether the educationa
programs offered are degree programs or non-degree programs.

The Bureau is not aware of any bassin the Act, or basisin reason, for
didtinguishing between indtitutions that offer non-degree programs and those
that offer degree programs by charging a separate fee for each site at which
indruction is offered for the former, and not charging thet fee for the latter. To
the contrary, Section 94901(a) of the Act explicitly sates that the fee for an
gpprova to operate and offer degree programs sha |l be based on the number of
Stes, aswdl as the number of educationd programs included in an gpplication.

As stated above, each siteincluded in an application for approval to operate
generates costs for the Bureau to conduct a quditative assessment of each Ste.
Therefore, the Bureau believes that in order to comply with the Legidature' s
intent that application fees reflect the Bureau' s costs to perform the quditative
review and assessment, the Bureau should charge afee for each siteincluded in
an gpplication for gpprova of degree programs, just as it does for an gpplication
for gpprova of nordegree programs.

The Bureau determined its costs to perform those functions, and has set that
amount in its fee schedule asits basic fee for every branch steincluded in an
initid gpplication for approva of degree programs. That feeisreflected in the
Bureau' s proposed fee schedule, attached as Appendix A to thisISR. Agan, in
order to dlow for a potentia need to increase fees over time due to inflation, the
maximum basic fee for amain ste contained in this subdivision was ca culated
by using the fee reflected in the Bureau' s fee schedule for an initid goplication
for gpproval of degree programs at a branch ste, and gpplying to that figure the
current CPI on an annua basis for atwo-year period.t’

Section 94742 of the Act defines a satdllite as an auxiliary classroom, and
prohibits an inditution from maintaining permanent records at the satellite.
Because the activities parformed at a satellite are significantly less than those
performed a amain or branch ste, the functions that the Bureau must perform
for every satellite Ste included in an initid application for approva of degree
programs are more limited. Nonetheless, there remain certain functions that the
Bureau must perform as part of its quditative review and assessment of every
satellite Steincluded in an initia application for gpprova of degree programs
that the Bureau mugt perform. The cost to perform those functions was
cdculated, and the basic fee reflected in the fee schedule for each satellite Site

17" For each fee contained in these regulations relating to a qualitative review and assessment, the maximum fee proposed in these

regulations was calculated in that same manner — by taking the Bureau’ s estimated cost to perform the functions required for the
particular activity and applying thereto the current Consumer Price Index on an annual basis for atwo-year period. In contrast, the fees
relating to a qualitative review and assessment contained in the Bureau' s proposed fee schedule reflect the Bureau' s current estimated
costs to perform the functions required for the particular activity. For that reason, the amount of afee reflected in the Bureau’ s proposed
fee schedule will in all cases be less than the maximums the Bureau is proposing in these regulations.
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Underlying Datax

incdluded in aninitid application reflectsthat cost. Once again, the maximum
basic fee for asadlite Ste contained in this subdivison reflects the basic fee
plus an amount that reflects the current CPl on an annua basis for atwo-year
period.

In addition, as discussed above, the Bureau incurs codts specific to its quditative
review and assessment with respect to each educational program offered at each
of theinditution’sgtes. Theleve of review, and the time required for areview,
of adegree program is sgnificantly more than for a non-degree program; thus,
the Bureau’ s costs to perform that function are greater for a degree program than
for a non-degree program.

Additiondly, because an indtitution must comply with some different and
additiona standards for those educationa programs it offersthat are subject to
Article 7 of the Act (the Maxine Waters School Reform and Student Protection
Act of 1989), the functions that the Bureau must perform as part of its
qualitative review and assessment of a hon-degree program that is subject to
Article 7 are greater than for a non-degree program that is not subject to Article
7. Thus, the Bureau incurs additiona costs to conduct a quditative review and
assessment where the educationa program is subject to Article 7.

Therefore, as reflected in the workload datain Appendices B and C of the EFIS,
the Bureau' s costs, and its proposed feesin its fee schedule, vary by the type of
educationd program offered.

Even though a branch may not offer an educationd program that is not gpproved
to be offered at the main site, there ill are anumber of functions specific to
offering the educationd program at the branch that the Bureau must perform for
every educationd program offered at a branch steincluded in aninitid
application for approval of degree programs. The Bureau' s cogts to perform
those functions are reflected in the workload data contained in Appendices B
and C of the EFIS, in the Bureau’ s proposed fee schedule, and in this
subdivision (adjusted by the CPI).

The same andlysis gpplies with respect to each educational program offered at
each satdllite Ste, athough the functions that must be performed, and the
concomitant codts, are greatly reduced. Those costs also are reflected in the
amount of the fee to be assessed for each educationd program offered at a
sadlite Ste.

The Bureau prepared a workload data worksheet, attached as Appendix B to the
EFS, which includes a detailed andlysis of the amount of time required to
complete the various tasks associated with a qualitative review and assessment

of an indtitution and its educationa programs. The cogt for each time amount is
caculated as atota cost to process an application, and is used as abasis for the
fees for the application for approval.



Subdivison (c):

Problem Addressed:

Specific Purpose:

Factud Badis

Underlying Data:

Subdivison (d):

Problem Addressed:

Specific Purpose:

Factud Badis:

Underlying Data:

The Bureau's current fee schedule and regulations do not accurately conform to
the Legidauresintent that the fee assessment for a quditative review and
assessment for an Initid Application for Approva to Operate reflect the
Bureau's cogts to perform the quditative review and assessment.

To egtablish the maximum amount an ingtitution thet offers only non-degree
programs s required to pay for the Bureau to conduct a qudlitative review and
assessment of the indtitution and its educationa programs induded in an initid
application for approval to operate.

All of the same andysis and explanation discussed above with respect to
subdivison (b) appliesto this subdivison. The only exception isthat this
subdivison establishes the maximum feesfor an initid gpplication for gpprova
to operate where the ingtitution does not offer any degree programs. Therefore,
this subdivision does not reflect any fees relaing to degree programs.

The Bureau prepared aworkload data worksheet, attached as Appendix C to the
EFS, which includes a detailed andlysis of the amount of time required to
complete the various tasks associated with a. quditative review and assessment

of an inditution and its educationd programs. The cost for each time amount is
caculated as atota cost to process an gpplication and is used as abasis for the
feesfor the application for gpprova.

The Bureau's current fee schedule and regulations do not accurately conform to
the Legidaure'sintent that the fee assessment for a quditative review and
assessment for an Initid Application for Approva to Operate reflect the
Bureau's costs to perform the qualitative review and assessment.

To darify that in addition to the fees which must be paid pursuant to this

section, an inditution's reimbursement to the Bureau of expensesincurred by the
Stereview team during an onSte qualitative review and assessment of an
indtitution and its educationd programs.

So that an indtitution isaware of dl of the cogts associated with an initid
gpplication for gpprova to operate for which the indtitution is requesting
goprova. Thissubdivison clarifies that, in addition to the fees established in
this section, an indtitution is required to reimburse the Bureau for the expenses
incurred by the Site review team in conducting an on-Site quditative review and
assessment of the indtitution.

The Bureau prepared aworkload data worksheet, attached as Appendices B and
C to the EFIS, which includes a detailed analysis of the amount of time required
to complete the various tasks associated with a qualitative review and



asessment of an inditution and its educationd programs. The cost for each time
amount is caculated as atota cost to process an gpplication and isused asa
basis for the fees for the application for approval.

Note: Authority cited: Sections 94774(a)-(d), and (g), 94774.5, 94778, Education Code. Reference
dted: Sections 94900, 94901, 94905, 94915, 94932, Education Code.

§74010.2.

Subdivison (a):
Problem Addressed:

Specific Purpose;

Factud Basis

Fees For a Qualitative Review and Assessment of an Application for Re-
approval to Operate

The Bureau' s current fee schedule and regulations do not accurately conform to
the Legidaturesintent that the fee assessed for aqudlitative review and
assessment of an indtitution and its programs where the ingtitution submits an
application for are-gpproval to operate reflect the Bureau's costs to perform the
qualitative review and assessmen.

To edtablish afee sructure that accurately complies with the Legidature's intent
and reflects the cost to the Bureau to conduct a quditative review and
assessment of an indtitution and its educationa programs when the inditution is
seeking are-approval to operate.

Section 94932(c)(1) of the Act requires that the Bureau adopt a fee schedule for
al inditutions gpproved under the Act, including the maximum amount to be
charged for the Bureau to perform a quditative review of an inditution seeking
re-gpprova of its educationd programs. Additionaly, the Act requires that the
Bureau's fees be sufficient to provide the Bureau with adequate funds to operate,
and that the fees cover the cogs to perform its adminigrative functions.

Further, Section 94901(a) of the Act —whichiscontained in Articde 8 and is
applicable specificdly to degree programs — provides, with respect to degree
programs, that if an goplication isfor re-goprovd, “the inditution need only
submit information necessary to document any changes made snce thetimeits
previous application was filed with the council [Bureau]. Feesfor renewd
applications will be based on the actua cogsinvolved in the adminigrative
review process.” A concomitant provision gpplicable to non-degree programs
is contained in Section 94915(c)(4) Act. Moreover, Section 94840 of the Act —
which is contained in Article 6 and is gpplicable to dl indtitutions and
educationd programs — provides that the re-approva application “need only
contain a description of any changes made by the inditution sSnce the timeiits
last gpplication was reviewed by the council [Bureau]. Feesfor processing the
renewd gpplication shal be based on the number and types of changesiit
contains.”

These lagt two provisions have been the source of some confusion for
ingtitutions and the public. Therefore, a detailed discussion of the interpretation
of those provisions within the context of the Act is caled for.



A. Relevant Statutory Provisions Relating to the Bureau's Dutiesin a Re-
approval.

Section 94840 of the Act™® states that arenewal or re-approval application must
be “ acted upon as provided in Sections 94802, 94804, and 94835, and Section
94900 or 94915, whichever is applicable.”

Section 94804(c) states that “[f]ollowing review of the application and any other
further information submitted by the applicant, or required in conformity with
Article 8 (commencing with Section 94900) and Article 9 (commencing with
Section 94915), and any investigation of the gpplicant as the council [Bureau]
deems necessary or gppropriate, the council [Bureau] shdl grant or deny
gpproval to operate to the applicant.”

Section 94804 dates that the Bureau' s review of the re-approva application
“shdl include a determination of the inditution’ sfinancid responghbility.” It

a 30 establishes criteria and processes for the Bureau' s conduct of that
determination, including specid provisons gpplicable to parent corporations to
the extent that the indtitution relies on the parent corporation’ s assets to meet the
Act' sfinancd reguirements.

Section 94835, aso specificaly made applicable to re-approvas by Section
94840, requires that the Bureau “review and investigate dl ingtitutions,
programs, and courses of instruction approved under this chapter.” It dso
requires that inditutions being investigated by the Bureau give the Bureau
“immediate access to the indtitution’ s primary adminidtrative location and sites
of invedtigation .. . .”

Section 94900(a), which applies to degree programs, provides, in pertinent part,
that “The council [Bureau] shdl not issue an gpprovd . . . until it has conducted
aquditative review and assessment of, and has approved, each degree program
offered by the inditution, and dl of the operations of the ingtitution, and has
determined” thet the indtitution meets the minimum standards listed in the
remainder of that subdivison. Subdivison (b) of that section specificaly
identifies dements of the indtitution and its educationd programs thet are

subject to the Bureau' s quditatively review and assessment.

Section 94901(a) provides, in pertinent part, that:

@ The council [Bureau] shdl
conduct aqualitative review and assessment
of theinditution. 1t dso shdl conduct a
qualitetive review and assessment of dl

18 All further references in this ISR to* Section” where the section number begins with “9” are references to sections of the Act
(Education Code).



programs offered except continuing
education programs and programs thet are
exclusvely avocationd or recregtiond in
nature. The review shdl include the items
listed in subdivision (b) of Section 94900,
through a comprehensive on-Stereview
process, performed by a qudified visiting
committee impaneled by the council
[Bureau] for that purpose.

Subdivison (b) of that section identifies the congderations that are to affect the
Bureau’ s determination of the number of Stes that will be ingpected as part of
“its review process.”

Section 94901(c) provides that within 90 days of the receipt of a completed
goplication, the Bureau shdl impand avisting committee to conduct the on-ste
qualitative review and assessment of an inditution offering degree programs.

Section 94915, contains Similar provisons relaing to non-degree programs,
with the exception that the onSte qualitative review and assessment may be
conducted by a representative of the Bureau; however, the Bureau, instead, may
impand avisting committee to conduct the on-Ste quditetive review and
assessment. It prohibits the Bureau from renewing an inditution’s gpprovd to
operate “until the council [Bureau] has conducted a quditative review and
assessment of the operations of the ingtitution,” and has determined that the
indtitution meets avariety of explicit prerequisites.

B. Statutory Provisions Relating to the Contents of a Re-approval
Application.

As stated above, Section 94840 of the Act states, in pertinent part, that, “The
regpproval application need only contain a description of any changes made by
the indtitution Snce the timeits last gpplication was reviewed by the council
[Bureau].”

As aso indicated above, Section 94901(a) of the Act, which applies to degree
programs, provides, in pertinent part, thet:

If the gpplication isfor renewd of an exiging
gpprovd, the inditution need only submit
information necessary to document any changes
made since the time its previous gpplication was
filed with the council [Bureau]. Feesfor renewd
applications will be based on the actud costs
involved in the adminigrative review process.
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Similarly, Section 94915(c)(4), which gpplies to non-degree programs, provides
that:

4 If the gpplication isfor
regpprova of an existing approva, the
inditution need only submit information
necessary to document any changes made
snce the time its previous application was
filed with the council [Bureau]. Feesfor
reapproval gpplications shall be based on the
actud cogsinvolved in the adminidrative
review process.

Section 94802, which is explicitly made applicable to re-approvals pursuant to
Section 94840, provides that:

@ Each inditution desiring to
operate in this state shall make application to
the council [Bureau], upon formsto be
provided by the council [Bureau]. The
goplication shdl include, asaminimum, a
leest Al of the following:

@ A catalog published, or proposed to
be published, by the ingdtitution containing the
information specified in the criteria adopted
by the council [Bureau]. The catdog shdl
include specific dates asto when the cataog
aoplies.

(20 A description of theindtitution's
placement assigtance, if any.

3 Copies of mediaadvertisng and
promotiona literature.

4 Copies of dl student enrollment
agreements or contract forms and instruments
evidencing indebtedness.

(5) The name and Cdliforniaaddress of a
designated agent upon whom any process,
notice, or demand may be served.

(6) Theinformation specified in Section
94808.

(7) The indtitution’s most current
financia report as described in Section
94806.

(b) Each gpplication shal be
sgned and certified under oath by the owners
of the schooal or, if the school isincorporated,



(©

by the principa owners of the school (those
who own at least 10 percent of the stock), or
by the corporate officers or their designee.
Following review of the application and any
other further information submitted by the
gpplicant, or required in conformity with
Article 8 (commencing with Section 94900)
and Article 9 (commencing with Section
94915), and any investigation of the applicant
as the council [Bureau] deems necessary or
gppropriate, the council [Bureau] either shdl
grant or deny approva to operate to the
applicant.

Section 94808(a), which applies to re-gpprova gpplications pursuant to

Sections 94840 and 94802(a)(6), provides that the following information must
be submitted to the Bureau annualy by each inditution that holds an approva to
operate:

Q The total number of students
enrolled, by level of degree or type
of diploma program.

2 The number of degrees and
diplomas awarded, by leve of
degree.

3 The degree levels offered.
4 Program completion rates.
(5) The schedule of tuition and
feesrequired for each term, program,
course of ingtruction, or degree
offered.

(6) Financid information
demondrating compliance with
subdivisions (b) and (c) of Section
94804 and subdivisions (b) and (c) of
Section 94855, if applicable.

7 Indtitutions having a
probationary or conditiona status
shdl submit an annud report
reviewing their progressin mesting
the standards required for approva
status.

(8) Any additiond information
that the council [Bureau] may
prescribe.
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Pursuant to Section 94802(a)(6), that information aso must be included in an
application, which includes an gpplication for re-gpproval.

C. Analysisof What Information Must be Contained in a Re-approval
Application.

The above-quoted provisons demondrate that the Act sometimes distinguishes
between the approval process and the re-approval process, or between an
approva gpplication and are-approva application.” When it does so, it
identifies to which type of gpprovd the provison goplies. In generd, when the
Act refersto an “ gpplication for gpproval” or to an “ goplication” the reference
includes both an gpplication for an initid approva and an application for re-
approvd.

Although the portions of Sections 94901(a) and 94915(c)(4) quoted above, and
only the sentence in Section 94840 that Sates that are-gpprova application need
only include a description of the changes that have occurred since the last
gpplication, read in isolation, could lead one to conclude that are-approva
application need only contain a description of the changes made by the

inditution sinceits last gpplication, that conclusion is not tenablein light of the
Bureau' s review obligationsin are-gpprova Stuation.

Asdiscussed in the Preface, in interpreting a statutory scheme the guiding
principle is the broad Legidative intent of the statutory scheme. A review and
harmonization of al of the sections quoted above, leads one to conclude that the
re-gpprova application mugt, at a minimum, indude dl of the information
specified in Section 94802, as specificaly required by Section 94840.

Application to a specific Stuation of Sections 94901(a) and 94915(c)(4), and the
sentence in Section 94840 that provides that a re-approva application need
include only the changes that have occurred since the last gpplication, confirms
the common sense of this agpproach. For example, if an ingtitution had not made
any changesin its programs and operations sinceits last application, aliterd
application of Sections 94901(a) and 94915(c)(4) would result in the indtitution
submitting to the Bureau a completely blank application. The gpplication would
not reflect the name or address of the inditution, a certification by the

indtitution’s owners, or any other of the most basis information because that
information had not changed. It iseasy to seethat aliterd interpretation of
Sections 94901(a) and 94915(c)(4) could lead to ludicrous results. Clearly, are-
approva application must contain some minimum amount of information, even

if that information has not changed since the indtitution’s last goplication.

In addition to the indtitution’s name, address, and other rlevant identifying
information, Section 94802 sets forth that minimum amount of information
which must beinduded in any gpplication, including an gpplication for re-

approva. That interpretation of the Act also makes good common sense



because the information required in Section 94802 congsts of the information
that is most likely to reflect any changes made by the ingtitution (such asthe
indtitution’s catalog), information that is critica to student protections (such as
placement assstance, media advertisng, and the enrollment agreement),
information that likdy would have changed since the indtitution’s last
application (financia report), and identification of the inditution’s owners and
agent for service of process.

Section 94804 is made applicable to re-gpprovals by Section 94840. Section
94804 requires that the Bureau' s quditative review and assessment of the
inditution include a determination of whether the inditution is financidly
responsible, and establishes the criteria an ingtitution must meet in order to be
consdered financialy responsible. In order for the Bureau to be able to make
that determination, an ingtitution must include in its gpplication complete and
current information concerning its assets and liabilities, as specificaly required
by Section 94808(a)(6). Section 94808 aso applies to re-gpproval goplications
pursuant to Section 94802(a)(6), as does Section 94806's description of the
ingtitution’s most current financia report pursuant to Section 94802(8)(7).
Neither Section 94802, nor Sections 94806 or 94808 contain any provision
exempting are-approva gpplication from their scope of application.

Therefore, while reading Sections 94901(a) and 94915(c)(4), and the sentencein
Section 94840 that provides that a re-approva application need include only the
changes that have occurred since the last gpplication, in isolation, might lead one
to conclude that an gpplication for re-gpprova need include only the information
necessary to document any changes the inditution has made sinceits last
gpplication, interpreting dl of the relevant portions of the Act in harmony leads
to the conclusion that an gpplication for re-gpprova must contain not only any
information necessary to document any changes the indtitution has made snce

its last gpplication, but also the information specified in Sections 94802 (which
includes the information required by Section 94808, and to some degree Section
94806), and 94804, irrespective of whether that information has changed since
the indtitution’ s last gpplication.

That interpretation is further supported by the fact that portions of Sections
94901(a), (b), and (c) quoted above reflect that the Act requires that the Bureau
conduct the same two- step quditative review and assessment process -- a
qualitative review and assessment of the gpplication, and an on-Ste quditative
review and assessment -- for both al initid applications for gpprova and dl
applications for re-approval. Section 94915 contains Smilar provisons
applicable to non-degree programs, and results in the same concluson. Those
same provisions reflect that, in both the gpprova and re-approval context, the
Bureau must determine whether the inditution, at the time of the qudlitative
review and assessment, meets the Act’ s applicable minimum standards, and
qudifiesfor an approva to operate. Moreover, Section 94835, made applicable
to re-gpprovals by Section 94840, evidences a specific legidative intent that a
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Underlying Data:

Subdivison (b):
Problem Addressed:

Specific Purpose:

Factud Badis

review of an application may be as broad and comprehensve as the Bureau
finds necessary in order to determine whether the indtitution complieswith dl of
the Act’ s gpplicable minimum standards and qudifies for an agpproval to operate.

The Bureau prepared aworkload data workshest, attached as Appendices B and
C to the EFIS, which includes a detailed andysis of the amount of time required
to complete the various tasks associated a quditative review and assessment of

an inditution, and its educationd programs, which seeks re-gpprova. The cost
for each time amount is calculated as atotal cost to process an gpplication, and
isused as abasis for the fees for the gpplication for approval.

The Bureau's current fee schedule and regulations do not accurately conform to
the Legidature sintent that the fee assessed for a quditative review and
assessment of an indtitution and its programs where the ingtitution submits an
application for are-approval to operate reflect the Bureau' s costs to perform the
qualitative review and assessment.

To egtablish the maximum amount that an ingtitution thet offers one or more
degree programs, or both degree programs and non-degree programs, is required
to pay for the Bureau to conduct a quditative review and assessment for re-
approvd of the indtitution and its educationa programs.

As discussed above with respect to the annua fees and the fees for an initid
gpplication for gpprova to operate, Snce assuming responsbility for
implementing and enforcing the Act, the Bureau has attempted to andyze its
workload, and to assess whether its fee structure needs to be adjusted to more
closdy reflect the Legidature s intent regarding fees as discussed above in the
Prefaceto thisISR. In andyzing its fee structure and making its
recommendations for changes thereto, the Bureau has attempted to focus on
assuring that its fee Sructureis fair and equitable by imposing the Bureau's
cogts, to the extent possible, on the cost-causer. Documentation reflecting the
Bureau' s andysis of itsworkload relating to an initid gpplication for approval to
operate that includes one or more degree programsiis contained in Appendix B
of the EFIS. That documentation supports the need for avariety of changesin
the manner in which fees are assessed.

The same analysis was done with respect to an gpplication for re-gpproval to
operate as was done for an gpplication for initial approva to operate. Therefore,
the discussion contained in the Factua Basisfor subdivision (b) of Section
74010, above, applies equaly here, but for the sake of brevity will not be

repeated.
In addition the factors on which the Act requires that any gpplication fee be

based, as discussad in the Factud Basis for subdivison () of this section, the
feefor are-gpprova application must take into consderation the number of
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Underlying Data:

changesincluded in are-gpprova gpplication. In reviewing its workload with
respect to an application for re-gpprova, the Bureau determined that an
indtitution conceivably could make any one or more of amyriad of changesto
its operations. It would be impossible for the Bureau to categorize and charge a
fee for each of them.

The changes that would require the most additiona work for the Bureau to
completeits quditative review and assessment of the ingtitution and its
educational programs would be the addition of an educationa program, or the
addition of abranch or satellite Ste. Asto those changes, the Bureau
determined that its cods for aquditative review and assessment would be
aufficiently Smilar to the Bureau' s cogts for a quditative review and assessment
of an dready exigting educationa program, or an dready existing branch or
satdlite, for which the indtitution is seeking re-agpprova. Therefore, the fees
reflected in subdivison (b) are to be gpplied in both instances.

For example, if an inditution’s application for re-approva includes one main

Ste and two branch sites, the ingtitution would be required to pay the basic fee
for re-gpprova for amain Site, and the basic fee for re-approval for each of two
branch sites included in the gpplication. Of course, the indtitution aso would be
required to pay the gpplicable fee for each educationa program offered at the
main Ste, and a each branch Ste.

If that same indtitution included in its gpplication for re-approva the addition of
athird branch ste, and one satellite Site, the ingtitution al'so would be required to
pay the basic fee for re-gpprovd for the third branch site, and the basic fee for
re-gpprova of asatelite site. If the indtitution intended to offer at the new
branch ste two educationd programsit currently offered at its main Site, the
ingtitution aso would be required to pay, for each of the two educationa
programs, the fee for the particular types of program offered at a branch site.

If that same indtitution intended to begin offering a new educationa program at
itsmain Ste, a each of itsthree branch Sites, and & its satdllite Ste, the
ingtitution also would be required to pay the fee associated with the particular
type of educationd program offered at amain sSite, the fee associated with the
particular type of educationd program offered a a branch ste for each of its
three branches, and the fee associated with the particular type of educationa
program offered at a satdllite Ste.

In that way, the re-gpproval fee paid by an indtitution reflects, as accuraey as
possible, the number and types of changes included in the re-approval
application.

The Bureau prepared a workload data worksheet, attached as Appendix B to the
EFS, which includes a detailed andlysis of the amount of time required to
complete the various tasks associated a qudlitative review and assessment of an



Subdivison (c):

Problem Addressed:

Specific Purpose:

Factud Basis

Underlying Data:

Subdivison (d):

Problem Addressed:

Specific Purpose:

Factud Badis:

indtitution, and its educationa programs, which seeks re-gpprova. The cost for
each time amount is calculated as atota cost to process an gpplication, and is
used as a basis for the fees for the gpplication for approval.

The Bureau' s current fee schedule and regulations do not accurately conform to
the Legidature sintent that the fee assessed for a quditative review and
asessment of an inditution and its programs where the inditution submits an
application for are-approval to operate reflect the Bureau' s costs to perform the
qualitative review and assessment.

To egtablish the maximum amount that an indtitution that offers only non-degree
programsis required to pay for the Bureau's quditative review and assessment
relating to are-gpprovd of the indtitution and its educational programs.

All of the same andysis and explanation discussed above with respect to
subdivison (b) appliesto this subdivison. The only exception isthat this
subdivison establishes the maximum fees for an application for re-gpprova to
operate where the ingtitution does not offer any degree programs. Therefore,
this subdivision does not reflect any fees relaing to degree programs.

The Bureau prepared aworkload data worksheet, attached as Appendix C to the
EF'S, which includes a detailed analysis of the amount of time required to
complete the various tasks associated a quditative review and assessment of an
ingtitution, and its educationa programs, which seeks re-approval. The cost for
each time amount is caculated as atotal cost to process an gpplication, and is
used as a basis for the fees for the gpplication for approval.

Indtitutions may not understand that the fees contained in this section arein
addition to the indtitution’ s reponsihility for the expensesincurred by the Ste
review team.

To darify that in addition to the fees which an inditution must pay pursuant to
this section, an indtitution aso is responsible for reimbursement to the Bureau of
expenses incurred by the site review team during an on-Ste quditative review
and assessment of an indtitution and its educationa programs in response to the
ingtitution's application for re-approva.

So that an indtitution is aware of al of the costs associated with an gpplication
for re-approva to operate for which the ingtitution is respongble, this
subdivison clarifies that, in addition to the fees established in this section, an
indtitution is required to reimburse the Bureau for al of the expensesincurred by
the site review team in conducting an ot Ste quditative review and assessment
of the ingtitution and its educationa programs.



Underlying Datax The Bureau prepared a workload data workshest, attached as Appendices B ad
C to the EFIS, which includes a detailed analysis of the amount of time required
to complete the various tasks associated a quditative review and assessment of
an inditution, and its educationa programs, which seeksre-approval. The cost
for each time amount is calculated as atotal cost to process an gpplication, and
isused as abassfor the fees for the gpplication for approva.

Note: Authority cited: Sections 94774(a)-(d), and (g), 94774.5, 94778, Education Code. Reference
cited: Sections 94840, 94900, 94901, 94905, 94915, 94932(c), Education Code.

§74010.4. Fees For a Qualitative Review and Assessment of an Application for
Amended Approval to Operate- Addition of a Branch
Subdivison (a):

Problem Addressed:  The Bureau's current fee schedule and regulations do not accurately conform to
the Legidature' sintent that the fee assessed for a qualitative review and
assessment of an indtitution and its programs where the ingtitution submits an
gpplication for amended approva seeking to add a branch ste reflect the
Bureau' s costs to perform the qualitative review and assessment.

Specific Purpose; To establish afee sructure that accurately complies with the Legidature's intent
and reflects the cost to the Bureau to conduct a qudlitative review and
assessment of the indtitution and its educationa programs for amended approval
to operate when the indtitution is seeking to add a branch.

Factual Basis: Section 94932(c)(1) of the Act requires that the Bureau adopt a fee schedule for
dl inditutions approved under the Act. Additionaly, the Act requiresthat the
Bureau's fees be sufficient to provide the Bureau with adequate funds to operate,
and that the fees cover the cogts to perform its adminigtrative functions.

Section 94932(c)(1) of the Act dso Sates that "The council [Bureau] shal adopt
afee schedule for dl inditutions approved under this chapter, including the
maximum amounts to be charged for an ingtitution’sinitia application and

annud renewd.” While this section specificaly includesinitid gpplication and
annua renewd fees, it does not limit to those categories the fees that the Bureau
may charge. In other words, while this section specificaly indudesinitia
gpplication and annud renewd fees, it does not limit fees to those categories.

Although the Act does not specificaly mention an gpplication for amended
approval to operate, it has severa provisions which can be interpreted to
authorize one.

Section 94901(j) of the Act, which applies to degree programs, provides that:
Aninditution shal not offer any educationd

program or degree title that was not offered
by the indtitution at the time the indtitution



gpplied for approva to operate, and shal not
offer any educationa program or degreetitle
at a campus that has not offered the program
or degreetitle a the time the indtitution
applied for approval to operate that campus,
unless the council [Bureau] first approves
the offering of the program or degreetitle
after determining that it stifiesthe
minimum standards established by this
section [sic, should be Section 94900].

Similarly, Section 94915(g), which gpplies to non-degree programs, provides, in
pertinent part, that:

If an indtitution approved to operate in
Cdiforniaapplies for gpprova to operate an
additiona site location that has not been
previoudy approved by the council

[Burean], theinditution shdll file an
operationa plan for the additiona sSte
location as described in subdivison (f). The
council [Bureau] shall evaluate the

additiona Ste location as provided in
subdivison (f). The council [Bureau] dso
may evauate the indtitution as provided in
subdivisons (b) and (c) before determining
whether to grant to the indtitution temporary
or fina approva to operate the additiond
dtelocation. . . .

Additiondly, Section 94830(0) providesthat it is grounds for the Bureau to deny
an inditution’s gpplication for approva or re-approval, or to revoke an
indtitution’s gpprova, if the indtitution conducts *business or ingtructiond

sarvices at any location not approved by the council [Bureau].”

Thus, the Act clearly prohibits an indtitution from operating alearning Ste that
has not been gpproved by the Bureau. Tha means that either an inditution is
prohibited from opening a new learning Ste until the time for its re-approval
(which could be aslong asfive years from the date of the indtitution’ sinitia
application), where it would include the new learning Stein its application for
re-gpprovd, or the indtitution must be able to gpply for gpprova from the
Bureau to begin operating a new learning Ste during the ingtitution’s current
goprova period. Prohibiting an indtitution from opening anew learning Ste
more often than once every five years could be congtrued as an unreasonable
redraint on trade. Allowing an ingtitution to apply to begin operating anew



learning Site during the effective period of the indtitution’s gpprovd to operateis
the only reasonable response to this dilemma.

The next question that must be answered is whether an ingtitution that wishesto
open anew learning Ste must file a complete initid gpplication for approva to
operate, or whether the Bureau can require that the indtitution file something less
than an initid gpplication — an application for anended approva. Based on the
datutes cited above, it seems clear that the Bureau is within its authority to
require that an inditution who wishes to open anew learning stefile an initid
application for gpprova to operate for that new learning site. (See, eg., Section
94915(g).) However, taking that gpproach would result in an increase in the
number of initial applications that must be filed with the Bureau, in increased
workload for both the Bureau and the indtitutions that must file the additiond
initid gpplications, and in increased fees that must be paid by the inditutions.

It isaxiomatic that where a state agency has the authority to do or require a
greater act, it has the authority to do or require a subset of that greater act. The
Bureau has determined that athough the Bureau must perform many of the same
functionsin performing a qudlitative review and assessment of an gpplication

for amended gpproval to add a branch, there are afew functions that need not be
performed in that Stuation. Therefore, the Bureau has concluded, as did the
Council, that an inditution that plansto open anew learning Ste may filean
gpplication for amended gpproval to operate and add a new branch.

Asdiscussed at length above in the Preface and with respect to other sections of
these regulations, the Act is clear that the Bureau has the authority to charge an
gpplication fee for an initid gpplication for approva to operate. The Bureau
a0 is charged with establishing afee schedule for gpplications that reflect the
Bureau' s cogts for processing the gpplication, and with establishing afee
schedule that is sufficient to fund the Bureau' s operations. For dl of those
reasons, it seems clear that where the Bureau has the authority to require that an
indtitution submit an application seeking Bureau action, the Bureau has the
authority to impose afee for the activities that the Bureau must undertake to
process that application, conduct the required review, and make a determination
on the gpplication. 1f one were to conclude that the Bureau does not have the
authority to charge afee for thefiling of an amended application, the result
would be that an ingtitution would be required to file an initid gpplication for

the addition of a branch or satdlite, for which the Bureau clearly hasthe
authority to charge afee.

The established fee structure enables the Bureau to recover the costs incurred by
the Bureau during its quditative review and assessment of an inditution's
amended application, and the expenses incurred in the amended approval
process, and provides a more equitable basis reflecting consderation of the type,
Sze, and complexity of the qualitative review and assessment and which reflects
the Bureau's actua costsin conducting the quditative review and assessment.
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Underlying Data:

Subdivison (b):

Problem Addressed:

Specific Purpose

Factud Bads

Underlying Data:

Subdivison (c):

Problem Addressed:

Specific Purpose:

The Bureau prepared aworkload data workshest, attached as Appendices B and
C to the EFIS, which includes a detailed andlysis of the amount of time required
to complete the various tasks associated with an gpplication for amended
approval to operate - add abranch. The cost for each time amount is ca culated
asatotd cost to process an amended application, and is used as a basis for the
feesfor the application for amended approva to operate.

The Bureau's current fee schedule and regulations do not accurately conform to
the Legidature sintent that the fee assessed for a quditative review and
assessment of an indtitution and its programs where the ingtitution submitsan
gpplication for amended gpprova seeking to add a branch ste reflect the
Bureau' s costs to perform the quditative review and assessment.

To edablish the maximum amount that an indtitution that offers one or more
degree programs, or both degree programs and non-degree programs, is required
to pay for the Bureau to conduct a quditative review and assessment relating to
an amended application for approval to operate where the ingtitution seeksto

add abranch site.

All of the andlysis and discussion contained above with respect to Section
74010(b) applies to this subdivison, except thet referencesto an initia
application would, for purposes of this section, relate to an application for
amended approva to operate seeking to add a branch site. For purposes of
brevity, that andlysis and discussion will not be repeated here.

The Bureau prepared a workload data worksheet, attached as Appendix B to the
EFS, which includes a detailed andysis of the amount of time required to
complete the various tasks associated with an gpplication for amended approva
to operate - add abranch. The cost for each time amount is calculated as atotd
cost to process an amended application, and is used as a basis for the fee for the
gpplication for amended approval to operate.

The Bureau' s current fee schedule and regulations do not accurately conform to
the Legidature sintent that the fee assessed for a quditative review and
asessment of an inditution and its programs where the inditution submits an
application for amended gpproval seeking to add a branch site reflect the
Bureau' s costs to perform the quditative review and assessment.

To egtablish the maximum amount thet an inditution that offers only non-degree
programsis required to pay for the Bureau to conduct a quditative review and
assessment relating to an application for amended gpprova to operate where the
indtitution is seeking to add a branch site.



Factua Badsis

Underlying Data:

Subdivison (d):

Problem Addressed:

Specific Purpose:

Factud Basis

Underlying Data:

All of the same analys's and explanation discussed above with respect to
subdivison (b) appliesto this subdivison. The only exception is thet this
subdivison establishes the maximum fees for an gpplication for anended
approva to operate to add a new branch where the ingtitution does not intend to
offer any degree programs. Therefore, this subdivison does not reflect any fees
relaing to degree programs.

The Bureau prepared a workload data worksheet, attached as Appendix C to the
EFS, which includes a detailed andlysis of the amount of time required to
complete the various tasks associated with an gpplication for amended approva
to operate - add abranch. The cost for each time amount is calculated as atota
cost to process an amended application, and is used as abasis for the fee for the
gpplication for amended approval to operate.

The Bureau's current fee schedule and regulations do not accurately conform to
the Legidature sintent that the fee assessed for aqualitative review and
asessment of an inditution and its programs where the inditution submits an
application for amended gpproval seeking to add a branch site reflect the
Bureau’ s cogts to perform the qualitetive review and assessment.

To darify that in addition to the fees which an inditution must pay pursuant to
this section, an indtitution aso is responsible for reimbursement to the Bureau of
al of the expenses incurred by the Site review team during an on-Site quditative
review and assessment of an indtitution and its education programs conducted in
response to an ingitution’s gpplication for amended approva to operate - add a
branch site.

So that an indtitution is aware of al of the costs associated with an gpplication
for amended approval to operate to add a branch site for which the indtitution is
respongble, this subdivison clarifies that, in addition to the fees etablished in
this section, an indtitution is required to reimburse the Bureau for al of the
expenses incurred by the Site review team in conducting an on-Ste quditaive
review and assessment of the indtitution and its educationd programs rdating to
the application for amended approvd.

The Bureau prepared aworkload data worksheet, attached as Appendices B and
C to the EFIS, which includes adetailed andysis of the amount of time required
to complete the various tasks associated with an application for amended
approval to operate - add abranch. The cost for each time amount is calculated
asatotal cost to process an amended application, and is used as abasisfor the
fee for the gpplication for amended approva to operate.

Note: Authority cited: Sections 94774(a)-(d), and (g), 94774.5, 94778, Education Code. Reference
cited: Sections 94900, 94901, 94905, 94915, 94932, Education Code.
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§74010.6.

Subdivison (a):

Problem Addressed:

Specific Purpose:

Factud Badis:

Underlying Data:

Subdivison (b):

Problem Addressed:

Specific Purpose:

Factud Basis

Fees For a Qualitative Review and Assessment of an Application for
Amended Approval to Operate- Addition of a Satdllite

The Bureau' s current fee schedule and regulations do not accurately conform to
the Legidature sintent that the fee assessed for aqualitative review and
assessment of an indtitution and its programs where the ingtitution submits an
application for amended approva seeking to add a satellite Site reflect the
Bureau' s costs to perform the quditative review and assessment.

To establish afee structure that accurately complies with the Legidature's intent
and reflects the cost to the Bureau to conduct a quditative review and
assessment of the indtitution and its educationa programs for amended approval
to operate when the indtitution is seeking to add a satdllite.

Section 94932(c)(1) of the Act requires that the Bureau adopt a fee schedule for
al indtitutions gpproved under the Act. Additionaly, the Act requires that the
Bureau's fees be sufficient to provide the Bureau with adequate funds to operate,
and that the fees cover the cogts to perform its adminidrative functions.

The Bureau prepared aworkload data workshest, attached as Appendices B and
C to the EFIS, which includes a detailed andlysis of the amount of time required
to complete the various tasks associated with an application for amended
approval to operate - add a satellite. The cogt for each time amount is calculated
asatotd cost to process an gpplication, and is used as a basis for the fees for the
gpplication for amended approva to operate.

The Bureau's current fee schedule and regulations do not accurately conform to
the Legidature' sintent that the fee assessed for a quditative review and
assessment of an indtitution and its programs where the ingtitution submitsan
gpplication for amended approval seeking to add a satellite Site reflect the
Bureau' s costs to perform the quditative review and assessment.

To edablish the maximum amount that an indtitution that offers one or more
degree programs, or both degree programs and non-degree programs, is required
to pay for the Bureau to conduct a quditative review and assessment relating to
an gpplication for amended approva to operate when the ingtitution is seeking to
add a satdllite.

All of the andysis and discussion contained above with respect to Section
74010(b) applies to this subdivison, except thet referencesto an initia
application would, for purposes of this section, relate to an application for
amended approva to operate seeking to add a satellite Site. For purposes of
brevity, that andlysis and discussion will not be repeated here.



Underlying Data:

Subdivison (c):

Problem Addressed:

Specific Purpose:

Factua Badsis

Underlying Data:

Subdivison (d):

Problem Addressed:

Specific Purpose;

The Bureau prepared a workload data workshest, attached as Appendix B to the
EFS, which includes a detailed andlysis of the amount of time required to
complete the various tasks associated with an gpplication for amended approva
to operate - add asatellite. The cost for each time amount is caculated as atota
cost to process an gpplication, and is used as abasis for the feesfor the
gpplication for amended gpproval to operate.

The Bureau's current fee schedule and regulations do not accurately conform to
the Legidature sintent that the fee assessed for aquditative review and
assessment of an indtitution and its programs where the ingtitution submits an
gpplication for amended approval seeking to add a satellite Site reflect the
Bureau' s costs to perform the quditative review and assessment.

To egtablish the maximum amount that an inditution that offers only non-degree
programsis required to pay for the Bureau to conduct a quditative review and
assessment relating to an application for amended approval to operate when the
indtitution is seeking to add a satellite.

All of the same analys's and explanation discussed above with respect to
subdivison (b) appliesto this subdivison. The only exception is thet this
subdivision establishes the maximum fees for an gpplication for amended
approva to operate to add a new satdllite Site where the ingtitution does not
intend to offer any degree programs. Therefore, this subdivision does not reflect
any feesrelating to degree programs.

The Bureau prepared aworkload data workshest, attached as Appendix C to the
EFS, which includes a detailed andlysis of the amount of time required to
complete the various tasks associated with an gpplication for amended approva
to operate - add asatdlite. The cost for each time amount is calculated as atotd
cost to process an gpplication, and is used as abasis for the fees for the
gpplication for amended approval to operate.

Indtitutions may not understand thet the fees contained in this section arein
addition to the indtitution’ s respongibility for the expensesincurred by the site
review team.

To darify that in addition to the fees which an inditution must pay pursuant to
this section, an indtitution a0 is respongble for reimbursement to the Bureau of
al of the expensesincurred by the Ste review team during an on-Ste quditative
review and assessment of an indtitution and its education programs conducted in
response to an indtitution’s application for amended approval to operate and add
asadlite Ste.
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Factud Basis: So that an indtitution is aware of dl of the cogts for which it is responsible that
are associated with an application for amended approval to operate to add a
sadlite Site, this subdivison darifies thet, in addition to the fees established in
this section, an inditution is required to remburse the Bureau for dl of the
expensesincurred by the site review team in conducting an on-gte quditetive
review and assessment of the inditution and its educationd programs relating to
the application for amended approva to add a satellite Site.

Underlying Data: The Bureau prepared aworkload data workshest, attached as Appendices B and
C to the EFIS, which includes a detailed andlysis of the amount of time required
to complete the various tasks associated with an gpplication for amended
approval to operate - add a satellite. The cogt for each time amount is cal culated
asatotd cost to process an application, and is used as a basis for the fees for the
gpplication for amended approval to operate.

Note: Authority cited: Sections 94774(a)-(d), and (g), 94774.5, 94778, Education Code. Reference
cited: Sections 94900, 94901, 94905, 94915, 94932(c), Education Code.

§74010.8. Fees For a Qualitative Review and Assessment of an Application for
Amended Approval to Operate- Addition of a New Program or Substantive
Changein aProgram

Subdivison (a):

Problem Addressed:  The Bureau' s current fee schedule and regulations do not accurately conform to
the Legidature sintent that the fee assessed for a qudlitative review and
assessment of an indtitution and its programs where the ingtitution submits an
gpplication for amended approva seeking to add a new educational program, or
to substantialy change an existing educationa program, reflect the Bureau's
costs to perform the quditative review and assessment with respect to the
ingtitution and the new or changed educationd program.

Specific Purpose: To establish afee structure that accurately complies with the Legidaturesintent
and reflects the cost to the Bureau to conduct a quditative review and
assessment for amended approvd to operate when the indtitution is seeking to
add anew educationa program or substantidly change an educationd program.

Factual Bass: Although the Act does not specificaly mention an application for amended
approva to operate, it does contain severa provisions which can be interpreted
to authorize one.

Section 94901(j) of the Act, which applies to degree programs, provides tht:

Aninditution shal not offer any educationd
program or degree title that was not offered
by the indtitution at the time the indtitution
applied for approva to operate, and shall not
offer any educationa program or degreetitle
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a a campus that has not offered the program
or degreetitle a the time the ingtitution
applied for approva to operate that campus,
unless the council [Buread] first approves
the offering of the program or degreetitle
after determining that it stisfiesthe

minimum standards established by this
section [sic, should be Section 94900].

Section 94915(h) of the Act provides that:

No inditution shall offer a course or
program of indruction, training, or sudy at
acampus that had not offered the course or
program at the time the ingtitution gpplied
for approva to operate that campus unless
the council firgt gpproves the offering of the
course or program after determining thet it
satisfies the minimum standards established
in subdivison (b).

Additionaly, Section 94830(0) providesthat it is grounds for the Bureau to deny
an inditution’s gpplication for approva or re-approval, or to revoke an
inditution’s gpprovd, if the ingtitution conducts “business or indructiona

sarvices at any location not gpproved by the council [Bureau).”

Thus, the Act clearly prohibits an indtitution from offering an educationd
program that has not been approved by the Bureau. That meansthat once an
ingtitution obtains an gpprovd to operate, ether the indtitution is prohibited from
offering any new educationd programs until the time for its re-gpprova (which
could be aslong as five years from the date of the indtitution’ sinitia gpprova),
a which time it would include the new educationd program in its application

for re-approvad, or the indtitution must be able to apply for gpprova from the
Bureau to begin offering new educationa program during the indtitution’s
current approva period. Prohibiting an inditution from adding anew
educationa program more often than once every five years could be construed
as an unreasonable resraint on trade. Allowing an indtitution to apply to begin
offering anew educationd program during the effective period of the

ingtitution’ s gpprova to operate is the only reasonable response to this dilemma

The next question that must be answered is whether an indtitution that wishesto
offer anew educationa program mugt file acomplete initid gpplication for
approva to operate, or whether the Bureau can require that the indtitution file
something less than an initia gpplication — an gpplication for amended approval.
Based on the statutes cited above, it seems clear that the Bureau would be within
its authority to require that an ingtitution who wishes to offer a new educationd
program file an initial application for approva to operate for that new learning



dte. (See eg., Section 94915(h).) However, taking that approach would result
in an increase in the number of initid gpplications that must be filed with the
Bureau, in increased workload for both the Bureau and the indtitutions that must
file the additiond initid gpplications, and in increased fees that must be paid by
the inditutions.

It isaxiomatic that where a state agency has the authority to do or require a
greater act, it has the authority to do or require a subset of that greater act. The
Bureau has anayzed what information it needs to determine whether anew
educationa program meets the Act’ s gpplicable minimum requirements, and has
determined what functions the Bureau must perform in order to conduct the
qualitative review and assessment necessary to make that determination. The
Bureau has concluded, as did the Council, that an indtitution that plansto offer a
new educationd program may file an goplication for amended approval to
operate seeking to add the new educational program.

Asdiscussed at length above in the Preface and with respect to other sections of
these regulaions, the Act is clear that the Bureau has the authority to charge an
application fee for an initid gpplication for approva to operate. The Bureau
aso is charged with establishing a fee schedule for applications thet reflect the
Bureau' s codts for processing the gpplication, and with establishing afee
schedule that is sufficient to fund the Bureau' s operations. For dl of those
reasons, it seems clear that where the Bureau has the authority to require that an
indtitution submit an gpplication seeking Bureau action, the Bureau hasthe
authority to impose afee for the activities that the Bureau must undertake to
process that application, conduct the required review, and make a determination
on the gpplication. If one were to conclude that the Bureau does not have the
authority to charge afee for the filing of an amended application, the result
would be that an inditution would be required to file an initial application for

the addition of anew educationa program. The Bureau clearly has the authority
to charge afeefor such aninitid gpplication.

The former Council and its regulaions required that an indtitution who wished

to offer anew educationa program must file an gpplication for amended
approva. However, it does not gppear that the former Council required that an
application for amended approva be filed when an inditution sought to make
changes to an educationa program. The Bureau's experience in administering
this program has caused it to face the issue of at what point may an educationa
program be changed so much that it no longer isthe program that was approved
but rather is a substantidly different program.

Section 70000(cc) of these proposed regulations define a substantive change in
an educationd program offered by an inditution to mean: (1) an increase or
decrease of 25% or more in the number of hoursin a degree or non-degree
program; or, (2) an increase or decrease of 25% or more in the content or mode
of ingtruction of a degree or non-degree program. It specificaly excludes from



Underlying Data:

Subdivison (b):
Problem Addressed:

Specific Purpose:

Factud Basis

Underlying Data:

this definition a change in the content of the educationa program, which is made
solely to update technology related to the educationa program, irrespective of
whether the content is changed by 25% or more.

The Bureau has carefully andyzed thisissue and has determined that when an
indtitution changes an existing program to the extent that it fals within the
definition of a subgtantive change in an educationa program, contained in
Section 70000(cc) of these regulations, the indtitution is effectively offering a
new educationa program. Therefore, the ingtitution should be required to filean
application for amended approval to operate to change the educationa program.

The Bureau prepared aworkload data workshest, attached as Appendices B and
C to the EFIS, which includes a detailed analysis of the amount of time required
to complete the various tasks associated with an application for amended
approval to operate - addition of anew program or subgtantive changein
program. The cost for each time amount is calculated as atotal cost to process
an gpplication, and is used as a basis for the fees for the application for amended
approva to operate.

The Bureau's current fee schedule and regulations do not accurately conform to
the Legidature sintent that the fee assessed for a quditative review and
assessment of an indtitution and its programs where the ingtitution submits an
application for amended approva seeking to add a new educational program, or
to substantially change an existing educationd program, reflect the Bureau's
costs to perform the quditative review and assessment with respect to the
indtitution and the new or changed educationa program.

To establish the maximum amount that an ingtitution is required to pay for the
qualitative review and assessment to be conducted by the Bureau with respect to
an application for amended approva to operate where the ingtitution is seeking
to add a new degree program, or is seeking to substantially change a previousy
approved educational program, that is offered a amain, branch, or satellite site.

All of the andysis and discussion contained above with respect to Section
74010(b) appliesto this subdivison, except thet referencesto an initia
gpplication would, for purposes of this section, relate to an gpplication for
amended approval to operate seeking to add a new educationa program, or to
substantively change a previoudy approved educationd program. For the sake
of brevity, that anadlysis and discussion will not be repeated here.

The Bureau prepared a workload data workshest, attached as Appendix B to the
EFS, which includes a detailed andlysis of the amount of time required to
complete the various tasks associated with an gpplication for amended approva
to operate - addition of a new program or substantive change in program. The
codt for each time amount is calculated as atota cost to process an application,



Subdivison (c):
Problem Addressed:

Specific Purpose:

Factud Badis:

Underlying Data:

Subdivison (d):
Problem Addressed:

Specific Purpose;

and is used asabasisfor the fee for the gpplication for amended approva to
operate.

The Bureau's current fee schedule and regulations do not accurately conform to
the Legidature sintent that the fee assessed for a qualitative review and
assessment of an inditution and its programs where the inditution submitsan
gpplication for amended approva seeking to add a new educationa program, or
to substantialy change an existing educationd program, reflect the Bureau's
cogts to perform the quditative review and assessment with respect to the
inditution and the new or changed educationa program.

To edablish the maximum amount that an inditution is required to pay for the
qudlitative review and assessment to be conducted by the Bureau with respect to
an gpplication for amended approval to operate where the ingtitution is seeking
to add a new non-degree program, or is seeking to substantialy change a
previoudy gpproved educationa program, that is offered a a main Ste, branch
Ste, or sadlite.

All of the same andlysis and explanation discussed above with respect to
subdivison (b) gopliesto this subdivison. The only exception isthat this
subdivison establishes the maximum fees for an gpplication for anended
gpproval to operate seeking to add a new educationa program or to
substantively change a previoudy approved educationa program where the
ingtitution does not intend to offer any degree programs. Therefore, this
subdivision does not reflect any fees relating to degree programs.

The Bureau prepared a workload data worksheet, attached as Appendix C to the
EFS, which includes a detailed andlysis of the amount of time required to
complete the various tasks associated with an gpplication for amended approva
to operate - addition of anew program. The cost for each time amount is
caculated as atota cost to process an application, and is used as abasis for the
feesfor the application for amended approval to operate.

Indtitutions may not understand that the fees contained in this section arein
addition to the indtitution’ s respongibility for the expensesincurred by the site
review team.

To darify that in addition to the fees which an inditution must pay pursuant to
this section, an ingtitution also is responsible for reimbursement to the Bureau of
al of the expensesincurred by the Ste review team during an on-Ste quditative
review and assessment of an indtitution and its educationa programs conducted
in response to an indtitution’ s application for amended approval to operate
seeking to add a new educationa program, or to make a substantive change to a
previoudy gpproved educationd program.



Factud Basis

Underlying Data:

An indtitution needs to be aware of dl of the costs for which it is responsible

that are associated with an application for amended approval to operate to add a
new educational program, or to make a substantive change to a previoudy
approved educationd program. This subdivison darifies that, in addition to the
fees established in this section, an indtitution is required to reimburse the Bureau
for dl of the expensesincurred by the Site review team in conducting an on-Ste
qualitative review and assessment of the ingtitution and its educationa programs
relating to the gpplication for amended approva to operate seeking to add anew
educationa program, or to make a substantive change to a previoudy approved
educationa program.

The Bureau prepared aworkload data workshest, attached as Appendices B and
C to the EFIS, which includes a detailed andlysis of the amount of time required
to complete the various tasks associated with an application for anended
approval to operate - addition of anew program. The cost for each time amount
is calculated as atota cost to process an gpplication, and is used as a basis for
the fees for the gpplication for amended approva to operate.

Note: Authority cited: Sections 94774(a)-(d), and (g), 94774.5, 94778, Education Code. Reference
cited: Sections 94900, 94901, 94905, 94915, 94932(c), Education Code.

§74010.12.

Subdivison (a):

Fee For a Qualitative Review and Assessment of an Application for an
Amended Approval to Operate- Change of L ocation

Problem Addressed: The Bureau's current fee schedule and regulations do accurately conform to the

Specific Purpose:

Factud Basis.

Legidature sintent that the fee assessed for a qualitative review and assessment
of an indtitution and its educationad programs where the ingtitution submits an
goplication for amended gpprova seeking to change the location of alearning
gtereflect the Bureau' s costs to perform the quditative review and assessment
with respect to the new ste.

To establish the maximum amount an ingtitution is required to pay for each
learning Site a which it intends to change location.

Section 94932(c)(1) of the Act requires that the Bureau adopt a fee schedule for
al inditutions gpproved under the Act. Additiondly, the Act requires thet the
Bureau's fees be sufficient to provide the Bureau with adequate funds to operate,
and that the fees cover the cogts to perform its adminigrative functions.

Although the current regulations are not as clear as they should be, they provide

for afee for an indtitution’s application for amended approva to change the
location of amain site or branch ste. (See 5 Cdlifornia Code of Regulations
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sections 74008(h) and (1), and 74010 (h).) However, for reasons unknown to the
Bureau, they do not address theissue of a change in the location of a satdlite Ste.

Perhaps the most obvious reason why it is necessary to require that an ingtitution
file an gpplication for amended approva seeking to change the location of any
learning site, including a satdllite, prior to making that change, isthe fact that in
order to properly administer and enforce the Act, the Bureau needs to know the
locations at which an indtitution is operating and offering educationa programs.
The Bureau needs to assure that its records are current so that it can track
indtitutions, so that it can conduct Site ingpections as required by Sections 94835
and 94836 of the Act, and so that it can maintain a directory of ingitutions
accessible to students and the public as required by Section 94774(e) of the Act.

More importantly, however, before an inditution is alowed to change the
location of alearning Site, the Bureau needs to assure that the new facilities are
appropriate and adequate for the educationa programsto be offered at the Site.
In order to make that determination, the Bureau may need to conduct an on-Site
ingpection of the new location. In addition, the Bureau also needs to assure that
the indtitution has changed its catalog and related solicitation and student
materids to reflect the new location, that the indtitution will implement a proper
plan to inform students of the change in location, and that, if the educationa
program is subject to Article 7 of the Act, the indtitution has complied with
Section 94873(h).

The reasons why it is necessary to require that an ingtitution file angpplication
for amended gpprova seeking to change the location of any learning Site prior to
meaking that change can be just as compelling with respect to achange in the
location of a satdllite as they are with respect to amain or abranch ste.

Asdiscussed in the Preface and at severd points throughout this ISR, where the
Bureau has authority to require that an ingtitution file an gpplication seeking
Bureau action, the Act clearly provides the Bureau with the authority to charge a
feefor performing the qualitative review and assessment that is necessary to
process the application and determine whether the indtitution and its educationa
programs qudlify for gpprova.

The Bureau determined that it must collect fees to cover the costs associated with
amended approval to operate - change of location, pursuant to Article 10 of the
Private Postsecondary and Vocationa Education Act.

The established fee structure enables the Bureau to recover the costs incurred by
the Bureau during its qualitative review and assessment of an indtitution's
amended gpplication - change of location, and provides amore equitable

basis reflecting consideration of the type of the qualitative review and assessment
and which reflects the Bureau's actua costs in conducting the qualitative review
and assessment.



Underlying Data:

Subdivision (b):
Problem Addressed:

Specific Purpose;

Factua Badsis

Underlying Data:

The Bureau prepared a workload data workshest, attached as Appendix B to the
EFS, which includes a detailed andlysis of the amount of time required to
complete the various tasks associated with an application for amended approva
to operate - change of location. The cost for each time amount is calculated asa
total cost to process an gpplication, and is used as a basis for the fee for the
gpplication for amended gpproval to operate.

Indtitutions may not understand that the fees contained in this section arein
addition to the indtitution’ s respongbility for the expenses incurred by the Site
review team.

To darify that in addition to the fees which an inditution must pay pursuant to
this section, an indtitution also is responsible for reimbursement to the Bureau of
al of the expensesincurred by the Ste review team during an on-Ste quditative
review and assessment of an inditution and its educational programs conducted
in response to an ingtitution’ s application for amended approva to operate
seeking to change the location of alearning Site.

As discussed above with respect to Section 74010.2(a), the Bureau has the
authority to conduct an on-dte quditative review as part of its quditative review
and assessment of any gpplication for an approval to operate. That discussion
appliesto this subdivision aswell, and isincorporated herein by reference. An
indtitution needs to be aware of dl of the costs for which it is reponsible that
are associated with an application for amended gpprova to operate to change the
location of alearning site. This subdivison darifies that, in addition to the fees
edtablished in this section, an indtitution is required to reimburse the Bureau for
al of the expensesincurred by the Site review team in conducting an on-Ste
qualitative review and assessment of the indtitution and its educationa programs
relaing to the gpplication for amended approva to operate seeking to change
location.

N/A

Note: Authority cited: Sections 94774(a)-(d), and (g), 94774.5, 94778, Education Code. Reference
cited: Sections 94900, 94901, 94905, 94915, 94932(c), Education Code.

§74010.14.

Subdivison (a):
Problem Addressed:

Fee For a Qualitative Review and Assessment of an Application for
Amended Approval to Operate— Change in Ownership or Shift in Control

The Bureau's current fee schedule and regulations do not accurately conform to
the Legidature sintent that the fee assessed for aqualitative review and
assessment of an indtitution and its programs where the ingtitution submits an
gpplication for amended approva seeking a change in ownership or ashift in
control reflect the Bureau’ s cogts to perform the qualitative review and
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Specific Purpose;

Factud Basis

Underlying Data:

Subdivison (b):

Problem Addressed:

Specific Purpose;

Factud Badis:

Underlying Data:

Subdivison (c):

assessment with respect to the indtitution and the new ownership or shiftin
control.

To establish afee sructure that accurately complies with the Legidature's intent
and reflects the cost to the Bureau to conduct a qualitative review and
assessment for amended gpprova to operate when the indtitution is seeking a
change in ownership or ashift in contral.

Section 94932(c)(1) of the Act requires that the Bureau adopt a fee schedule for
al inditutions gpproved under the Act. Additionaly, the Act requires that the
Bureau's fees be sufficient to provide the Bureau with adequate funds to operate,
and that the fees cover the costs to perform its adminigtrative functions.

The Bureau prepared aworkload data workshest, attached as Appendices B and
C to the EFIS, which includes a detailed andlysis of the amount of time required
to complete the various tasks associated with an application for amended
gpproval to operate - change in ownership or shift in control. The cost for each
time amount is calculated as atota cost to process an gpplication, and is used as
abassfor the fee for the gpplication for amended approval to operate.

The Bureau's current fee schedule and regulations do not accurately conform to
the Legidature' sintent that the fee assessed for a qualitative review and
assessment of an inditution and its educationd programs where the indtitution
submits an application for amended approval seeking a change of ownership or
shift in control of the indtitution and its educationd programs.

To establish the maximum amount that an ingtitution thet offers one or more
degree programs, or both degree programs and norn-degree programs, is required
to pay for the Bureau to conduct a quditative review and assessment with

respect to an gpplication for anended approva to operate if theindtitution is
seeking a change of ownership or a shift in control of the indtitution and its
educationd programs.

Section 94932(c)(1) of the Act requires that the Bureau adopt a fee schedule for
al indtitutions gpproved under the Act. Additionaly, the Act requires that the
Bureau's fees be sufficient to provide the Bureau with adequate funds to operate,
and that the fees cover the costs to perform its adminigtrative functions.

The Bureau prepared a workload data workshest, attached as Appendix B to the
EF'S, which includes a detailed andlysis of the amount of time required to
complete the various tasks associated with an gpplication for amended approva
to operate - change of ownership or shift in control. The cost for each time
amount is calculated as atota cost to process an gpplication, and isused asa
basis for the fee for the application for amended approva to operate.
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Problem Addressed:

Specific Purpose;

Factud Badis

Underlying Data:

The Bureau's current fee schedule and regulations do accurately conform to the
Legidature sintent that the fee assessed for a quditative review and assessment
of an indtitution and its educationd programs where the indtitution submits an
gpplication for amended approva seeking a change of ownership or shift in
control of the ingtitution and its educationa programs.

To edablish the maximum amount that an inditution that offers only non-degree
programsiis required to pay for the Bureau to conduct a qualitative review and
assessment with respect to an application for amended gpprova to operate if the
ingtitution is seeking a change of ownership or a shift in control of the inditution
and its educationd programs.

All of the andlysis and discussion contained above with respect to Section
74010(b) appliesto this subdivision, except that referencesto aninitid
gpplication would, for purposes of this section, relate to an application for
amended approva to operate seeking a change of ownership or shift in control.
For the sake of brevity, that andlysis and discussion will not be repeated here.

The Bureau prepared aworkload data workshest, attached as Appendix C to the
EFS, which includes a detailed andysis of the amount of time required to
complete the various tasks associated with an gpplication for amended approva

to operate - change of ownership or shift in control. The cost for each time
amount is calculated as atota cost to process an gpplication, and isused asa
basis for the fee for the application for amended approva to operate.

Note: Authority cited: Sections 94774(a)-(d), and (g), 94774.5, 94778, Education Code. Reference
cited: Sections 94900, 94901, 94905, 94915, 94932(c), Education Code.

§74010.16.

Problem Addressed:

Specific Purpose;

Factud Badsis

Fee For a Qualitative Review and Assessment of an Application for an
Amended Approval to Operate- Changein the Title of a Program

The Bureau's current fee schedule and regulations do not accurately conform to
the Legidature' s intent that the fee assessed for a qualitative review and
assessment of an indtitution and its educationd programs where the inditution
submits an application for amended approva seeking to change the title of a
program reflect the Bureau' s cogts to perform the qualitative review and
assessment with respect to the new title.

To egtablish the maximum amount that an indtitution is required to pay for the
qudlitative review and assessment to be conducted by the Bureau with respect to
an gpplication for amended approva to operate where the indtitution is seeking
to change thetitle of a program.

Section 94932(c)(1) of the Act requires that the Bureau adopt a fee schedule for
al indtitutions gpproved under the Act. Additionaly, the Act requires that the
Bureau's fees be sufficient to provide the Bureau with adequate funds to operate,
and that the fees cover the costs to perform its adminigtrative functions.
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Underlying Data:

It is necessary to require that an indtitution file an gpplication for amended
gpprova seeking to change thetitle of a program because, for the Bureau to
properly administer and enforce the Act, the Bureau needs to know whether the
ingtitution has complied with the Act and the regulations with respect to the new
program title. The Bureau needs to assure that the change of the program titleis
accurately disclosed to students in the inditution's catalog and advertisng, and
that the program title accurately reflects the ingtruction provided by the
inditution.

As discussed in the Preface and at severa points throughout this ISR, where the
Bureau has authority to require that an indtitution file an application seeking
Bureau action, the Act clearly provides the Bureau with the authority to charge a
feefor performing the qualitative review and assessment that is necessary to
process the gpplication and determine whether the indtitution and its educationa
programs qudify for approvd.

The Bureau determined that it must collect fees to cover the costs associated with
amended approval to operate - change in thetitle of a program, pursuant to
Article 10 of the Private Postsecondary and Vocationd Education Act.

The established fee structure enables the Bureau to recover the costs incurred by
the Bureau during its quditative review and assessment of an ingtitution's
amended gpplication - change in thetitle of a program, and provides amore
equitable basis reflecting consderation of the type of the quditative review and
assessment and which reflects the Bureau's actud costs in conducting the
qualitative review and assessmen.

The Bureau prepared a workload data worksheet, attached as Appendices B and
C to the EFIS, which includes a detailed andysis of the amount of time required
to complete the various tasks associated with an gpplication for amended
approval to operate - changein thetitle of aprogram. The cost for each time
amount is calculated as atota cost to process an gpplication, and isused asa
basis for the fee for the application for amended approva to operate.

Note: Authority cited: Sections 94774(a)-(d), and (), 94774.5, 94778, Education Code. Reference
cited: Sections 94900, 94901, 94905, 94915, 94932(c), Education Code.

§74010.18.

Problem Addressed:

Fee For a Qualitative Review and Assessment of an Application for an
Amended Approval to Operate- Change of Ingtitution Name

The Bureau' s current fee schedule and regulations do not accurately conform to
the Legidature s intent that the fee assessed for a qualitative review and
assessment of an inditution and its educationa programs where the indtitution
submits an application for amended approva seeking to change the name of the
ingtitution reflect the Bureau' s codts to perform the qualitetive review and
assessment with respect to the new name.
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Specific Purpose:

Factud Badis:

Underlying Data:

To egtablish the maximum amount that an indtitution is required to pay for the
qudlitative review and assessment to be conducted by the Bureau with respect to
an gpplication for amended approva to operate where the indtitution is seeking
to change the name of the ingtitution.

Section 94932(c)(1) of the Act requires that the Bureau adopt a fee schedule for
al indtitutions gpproved under the Act. Additiondly, the Act requires that the
Bureau's fees be sufficient to provide the Bureau with adequate funds to operate,
and that the fees cover the costs to perform its administrative functions.

It is necessary to require that an indtitution file an gpplication for amended
gpproval seeking to change the name of the ingtitution because the Bureau needs
to maintain accurate records relating to the inditutions under its jurisdiction.
More importantly, the Bureau needs to assure that the change of the indtitution's
name is accurately disclosed to sudents in the ingtitution's catalog and
advertising. Additiondly, the Bureau must ensure that the inditution maintains
compliance with Section 74150 of the current regulations, which limits an
inditution's ability to use the word "university.”

As discussed in the Preface and at severd points throughout this ISR, where the
Bureau has authority to require that an inditution file an gpplication seeking
Bureau action, the Act clearly provides the Bureau with the authority to charge a
feefor performing the quadlitative review and assessment that is necessary to
process the application and determine whether the ingtitution and its educationa
programs qudify for approvd.

The established fee Structure enables the Bureau to recover the costs incurred by
the Bureau during its quditative review and assessment of an ingtitution's
amended application seeking to change the indtitution's name, and provides a
more equitable basis reflecting consderation of the leve of the quditative review
and assessment that must be conducted and which reflects the Bureau's actud
codsin conducting the quditative review and assessment.

The Bureau prepared a workload data workshest, attached as Appendices B and
C to the EFIS, which includes a detailed analys's of the amount of time required

to complete the various tasks associated with an gpplication for amended

approva to operate - change of indtitution name. The codt for each time amount
is calculated asatota cost to process an application, and is used as abasis for the
fee for the application for amended gpprova to operate.

Note: Authority cited: Sections 94774(a)-(d), and (g), 94774.5, 94778, Education Code. Reference
cited: Sections 94900, 94901, 94905, 94915, 94932, Education Code.

§74010.46.

Feesfor Agents Permitsand Agency Authorization

Problem Addressed:  The Bureau must recover its costs incurred in conducting the review and

qudification determination.
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Specific Purpose:

Factud Basis

To establish the fee for the Bureau to conduct areview and qualification
determination for an agency and agent permit.

Article 11 of the Act requires that a person who wishes to provide agent services
or an entity that wishes to provide agency services, mugt file an gpplication for a
permit or authorization, and that the Bureau conduct areview and qudification
determination prior to issuing an agency or agent permit. Article 11 of the Act
contains comprehensive requirements relating to a person who acts as an agernt,
and an entity that acts as an agency for an indtitution. Among other things, it
requires that a person who wishes to act as an agent for an inditution Sgn a
statement that he or she has read the Act and the Bureau' s regulations. (See
Section 94940(a)(1). It also requires that the person must post a bond and
provide proof of the bond with his or her gpplication for apermit. (Section
94940(a)(2).) An agent that represents more than one ingtitution must obtain a
Separate agent’ s permit and bond for each indtitution it represents. (Section
94940(b).)

Smilarly, an agency must post abond and provide proof thereof with its
gpplication for apermit. (Section 94942(a)(2). It dso most includein its
gpplication, among other things, a current financid statement (Section
94942(a)(1)), and acopy of its student disclosure statement, which must contain
anumber of specific disclosures (Section 94942(a)(3). The agency asois
subject to an on-Site ingpection. (See Section 94942(b).)

Thus, the review and qudification determination which the Bureau must
conduct with respect to an application for an agent or agency permit is not
merdy asuperficid one. So that agencies and agents are informed of the
potentia costs relating to providing agent or agency services, the Bureau needs
to establish the fee for each review and qudification determination.

Note: Authority cited: Sections 94774(a)-(d), and (g), 94774.5, 94778, Education Code. Reference
cited: Sections 94920, 94932, Education Code.

§74010.48.

Problem Addressed:

Specific Purpose:

Feefor Review and Qualification Deter mination for an Application for a
Certificate of Authorization

The Bureau must recover its cogtsincurred in conducting the review and
qualification determination for an gpplication for a certificate of authorization

for service.

To establish the fee for the Bureau to conduct a qudification determination for a
certificate of authorization for service, and to establish the basis for determining
the circumstances for which a separate certificate of authorization for service is
required to be submitted by an individua who providesingruction in anon
degree program at an institution.
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Factua Badsis

Section 94920 of the Act requires that a person who provides ingruction for a
non-degree educational program, or who acts as adirector, financia aid director,
or financid ad officer file an gpplication for a certificate of athorization for
sarvice, and that the Bureau conduct areview and qudification determination of
the gpplication prior to issuing a certificate of authorization for service. Section
94920(b)(1)(B) requires that an in order for an individua to be digible for a
certificate of authorization for service, he or she must provide evidence to the
Bureau that he or she possesses severd qudlifications, including, “Verification
that he or she possess acombination of at least three years' experience and
training or education in the occupation or job title category for which the
catification is sought. Section 73670 of the current regulations provide that an
gpplicant for a certificate of authorization for service must includein his or her
gpplication, “A statemernt of the area of competence in which the individua will
serve and adetailed description of the gpplicant’s education and employment
background that establishes that the applicant possesses adequate academic,
experientia, and professond qudificaions to perform in that area of
competence.”

An ingtructor who wishes to provide ingtruction in more than one subject area,
must posses the required years of education, experience, or training for each
subject areathat he or she wishesto teach. The subject areasthat are taught in
ingtitutions subject to the Bureau' sjurisdiction are very broad. Therefore, a
certificate of authorization for service could not Smply authorize the licensee to
teach a an indtitution subject to the Bureau' s jurisdiction because the person
might be quite quaified to teach cosmetology, but not truck driving, or to teach
meath, but not English. Thus, a certificate of authorization for service authorizes
the licensee to provide ingtruction only in the subject areareflected in the
certificate. If the person wishes to provide ingruction in different subject aress,
he or she must gpply for, and obtain, a separate certificate of authorization for
sarvice for each of the different subject areas which the person wishes to teach.
So that indtitutions and indructors are informed of the potentiad codts relating to
acertificate of authorization for service, the Bureau needs to establish the feesto
cover its costs to conduct the required review and qualification determination.
Indtitutions and ingtructors aso need to know when an ingtructor who teaches
more than one subject is required to obtain more than one certificate of
authorization for service and, thus, isrequired to file a separate gpplication and
pay separate fees for each certificate of authorization for service needed.

Note: Authority cited: Sections 94774(a)-(d), and (g), 94774.5, 94778, Education Code. Reference
cited: Sections 94940, 94932, Education Code.

8§74012.
Problem Addressed:

Short Course Ingtitutions

The Act does not contain any specia provisons reating to "short course”
programs other than to provide for registration of certain types of educationa
programs that might fall into that category.
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Specific Purpose: To reped the feesthat were established for indtitutions that offered short course
programs.

Factual Basis: The Act does not contain any provisons reating to a*“short course” program or
indtitution. The Act does not define a® short course” program or ingitution, nor
does it authorize specid or different fees for a*short course” program or
inditution. The Bureau's current regulations (which were promulgated by the
former Council) contain this section which establishes a specid et of fees
relating to a*“short coursg” indiitution. “Short courseinditution” is defined only
in the Council’ s fee schedule.

The Act, asrevised by AB 71, establishes a registration program for five types
of educationd programs. continuing education, license examination
preparation, intensve English language, short-term career, and short-term
seminar. Itislikely that an educationd program that would have falen within
the definition rdating to a*“short course ingtitution” would now be subject to
registration. Therefore, there does not appear to be aneed to mantan this
specid category of feesin the current regulations.

Underlying Data: N/A

§74014. Institutions Subject to Section 94315 of the Code.
Problem Addressed: Under the new Act, this Section is obsolete.

Specific Purpose: To reped the fees that were established for indtitutions that offered short-term
seminar programs.

Factud Basis: Under the old Act, indtitutions were authorized to offer "short-term seminar™
programs, and were required by regulation to pay fees for those courses that
were less than the fees required to be paid by ingtitutions that offered approved
programs. The new Act categorizes those programs as short- term seminar
training programs, which are subject to registration. Repeding the feesfor short
term seminar programs diminates confusion for inditutions regarding which
feesthey are required to pay and makes the regulations consistent with the new
Act.

§74016. Agentsand Agencies
Problem Addressed:  The Bureau wishes to re-organize and re-number its regulations so that dl of the
provisions establishing fees are grouped together by number.

Specific Purpose: To reped the feesin Section 74016 so that they can be added to the new Section
74010.46.

Factual Basis: Repeding the fees for agents and agencies and re-adopting those fees as Section
74010.46 crestes greater uniformity in the regulations.
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Underlying Datax

§74018.

Problem Addressed:

Specific Purpose;

Factud Badis:

Underlying Data:

Business | mpact:

N/A

Certificates of Authorization
The Bureau wishes to re-organize and re-number its regulations so that dl of the
provisions establishing fees are grouped together by number.

To repedl the feesin Section 74018 so that they can be added to the new Section
74010.48.

Repeding the fees for agents and agencies and re-adopting those fees as Section
74010.48 creates greater uniformity in the regulations.

N/A

These regulaions will not have a significant adverse economic impact on businesses,

Specific Technologies or Equipment:

This regulation does not mandate the use of specific technologies or equipment.

Consider ation of Alternatives:

No dternative that was consdered would be either more effective than or equally as effective as and
less burdensome to affected private persons then the proposed regulations.

! see, e.g., that portion of Sections 94901(a) and 94915(c)(4) quoted above.



